


Broadcast battles 
fuising 
Z 





For the 
tentative 
investor, 
balanced 


1 10 
es You Wi 
! You in funds make 


Rp Businesse: 
ЕНЕ os are MYNNI 


"unt 


” ; Г, Ambani's 
od 





А — A eady business puts matketing 
and engineering on the same page. 


P" 


Ready to work together? Across departments, companies, even continents? Collaboration is the key to 
success and a people-ready business knows it. It gives them a backbone of easy-to-use software and 
solutions designed to work in concert: Microsoft* software. Not just e-mail, but project management 
software, team collaboration sites and fully integrated systems and data. People united by information are 
people united. Microsoft. Software for the people-ready business: microsoft.com/india/peopleready 


Your potential. Our passion." ~N 


Microsoft 4 


McCann/MSFT/AUB/0082/06 





OYSTER PERPETUAL 
DAY-DATE 


Rolex Watch Co. Pvt Ltd: Mumbai, Tel: 022 2261 7846 


Chennai: The Helvetica, Tel: 044 2849 0013, 044 42317502 
Kolkata: Exclusive Lines, Tel: 033 2282 0626 

* Mumbai: DIA, Tel: 022 2204 2299. Marcks & Co., Tel: 022 2267 0999 

f Time Avenue, Tel: 022 2651 5757. Time Watch Makers, Tel: 022 2412 1411 
New Delhi: Cooke & Kelvey (P) Ltd, Tel: 011 2331 4095 


Johnson Watch Co., Tel: 011 2341 8935, 011 2464 2255 
Kapoor Watch Co. Pvt Ltd, Tel: 011 4134 5678 wwwarotexcom ROLEX 


ROLEX SA is the tered owner of the “ROLEX і CROWN device trade 





Editor: Sanjoy Narayan | 
` Managing Editor: В. Sukumar i 
Executive Editor; R: ‘Sridharan’ 
Deputy Editor: Brian Carvalho: 


Venkatesha Babu (Bangalore), Bal 
Delhi), Vaishna Roy (Chennai); К. 


rs: Anand Adhikari (Mumbai); Sh 
dun (Mumbai), Ritwik Muk herie (Ke Ik 


(Delhi). 
Kamar Sharma (Hyd табай), Niya Vi агабағајав Сга 
jal Correspondents: Mahesh Nayak (Mumbai); ў 
ahul Sachitanand (Bangalore), Pallavi Srivastava (Delhi) 
aleen Agrawal (Delhi); Kapil Bajaj (pei. ; 
lik (Delhi), Shivangi Misra (Delhi): ЖН 
Correspondent: Ahona Ghosh (Mumbai) 
а Саган! (Chief Sub Editor), Payal aea hi (Chief Sub Editor), 
: Roopali Joshi, Mami Ki 


ү аа 
орар), Shamik Banerjee, Saptarshi Biswas, Soumik 
[ Rana, Ritesh Sharma: 


Direitor), Ania Banerjee, 


Dire 
а Manage annal Sales ; 
eral Manager (South), 
5 Deputy Genéral Manager (North); 
jesh Menon, Deputy General Manager (West) 
erations: $ tidhar, pene Manager ^ 








ni Bun, Chesenlpan and Nada 








From The Editor 


ANNABE ЕМ TREPRENEURS HAVE NEVER HAD IT 
better. Unprecedented amounts of venture 
capital have begun flowing into India. 
According to a report by a research and analytics firm, 
Evalueserve, more than 44-us-based vcs are seeking to 
invest in start-ups and early-stage companies in India. 
These firms are together expected to raise as much as $4.4 
billion (Rs 20,680 crore). That is sizeable; and considering 
that a typical start-up requires around $9 million (Rs 42.3 
crore) over three years, investing even half of what these 
vcs may be planning to raise would require finding 
around 180 companies a year for four years. In turn, that 
would mean vcs would have to look beyond their tradi- 
tional favourite sectors—1T, IT enabled services and int- 
ernet-based businesses. Executive Editor R. Sridharan 
spoke to vCs—both new and old—to find out the sectors 
that they're most bullish about and our cover story lists the 
hottest destinations for the record venture capital that is 
beginning to flow into India. While IT, rTES and internet 
obviously find berths on that list, there are a number of 
surprising new sectors that VCs 
are gung-ho about. Education, 
Media & Entertainment, Hospi- 
tality and Healthcare are some of 
them. So, if you have a great idea, 
a good business plan and oodles of 
perseverance and drive, dust-off 
that project report and head 
straight to the nearest VC. To make 
things easy, our cover story also 
gives you a tip-sheet on how to 
pitch your project to vcs and a 
guide to decipher their jargon. 
Seven years is not a long history but that’s how long 
(or short) India's rr enabled services business or business 
process outsourcing (BPO) sector has been around. But al- 
though, by other industries’ yardstick, the rres business 
may still be in its adolescence, it already employs more 
than half a million people and is likely to close this year 
with revenues of $8.5 billion. Future growth looks even 
more impressive with estimates projecting total rev- 
enues.of more than $18 billion (Rs 84,600 crore) and 
employees numbering 1.4 million by 2010. Our Special 
in this issue is arguably the first in-depth industry survey 
on ITES. Researched and put together by Bangalore- 
based Associate Editor Venkatesha Babu, the 12-page sur- 
vey is a comprehensive study that, besides looking at how 
the industry has evolved and how the biggest players stack 
up, examines what the future trends will look like, par- 
ticularly in the face of greater competition that is emerg- 
ing from elsewhere in the world. One important takeout: 
India's &POs will have to keep striving to offer their 
global customers more critical and higher value processes. 
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Rehaul The Education System 
THE PROJECTED MANPOWER SHORTAGE 
is indeed alarming. The skills-supply 
mismatch is due to the flaws in our 
education system. It suffers from 
inadequacies of structure as well 
as content. When the Indian econ- 
omy started opening up in the 80s, 
the idea of innovating education 
either skipped our planners’ atten- 
tion or was not pursued vigorously. 
Lately, though, some steps have 
been taken to correct this distortion. 
What we need is a government- 
private sector partnership in edu- 
cation on a big scale. 

R.K. SUDAN, through e-mail 


Job-hopping Syndrome 

SOARING SALARIES. . .. HIGHLIGHTS THE 
current scenario well, but what also 
needs to be mentioned is that soar- 
ing salaries and ample opportunities 
are spoiling employee habits. Today, 
job-hopping is a common scenario 
not only in the rr & tres industry, 


Check The Anomaly 

YOUR COVER STORY SOARING SALARIES, 
Vanishing Workers (Br, September 
24, 2006), is an acknowledgement 
of the Indian human capital by the 
world. At the same time, the gov- 
ernment should look beyond reser- 
vation and instead provide the req- 
uisite infrastructure to revamp the 
present education system, which is 
unable to match the demand for 
skilled manpower. Unless the man- 
power gap is plugged successfully, 
India may lose out the race to other 


emerging market economies. 


ANIL KUMAR YADAV, through e-mail 


but in other sectors as well, lead- 
ing to high attrition rates. Com- 
panies need to quickly come up with 
a solution to keep employees moti- 
vated in this highly volatile scenario. 


AJIT BELANI, through e-mail 


Time For Caution 

THE WAY THE SENSEX HAS PERFORMED 
in the last few months—False Dawn 
(BT, September 24, 2006)—can 
bring jitters to any retail investor. 
And:viven that most of the recent 
IPOs are trading below their issue 
price, there is cause for concern. 
The retail investor needs to do his 
research well before taking the 
plunge into the market. 


BAL GOVIND, through e-mail 


Take Lessons From Lalu 

WITH REGARD TO INFLATION AHEAD? 
(BT, September 24, 2006), Agric- 
ulture Minister Sharad Prasad, in- 
stead of waiting for major policy 
announcements, could take some 
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lessons from Lalu Prasad Yadav, 

who has turned the railways around 

by taking some simple measures. 
JACOB SAHAYAM, through e-mail 
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THE INTERVIEW WITH YAHOO CO- 
founder David Filo was interest- 
ing. His strategic inclination to part- 
ner with even his competitors is 
laudable. He has empirically proved 
that his business is not absolutely 
hinged on cut-throat competition, 
but rests on evolving innovations. 
B. RAJASEKARAN, through e-mail 
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Problems of Perpetuation 


HINK OF SOME OF THE BIGGEST PROBLEMS THE AVERAGE 

Indian faces every day. Water, electricity, quality 
of household-oriented services, and education would 
probably top your list. Apart from the fact that they 
affect the quality of your life, these problems have 
something in common: They 
are all areas where government 
regulations and policies, either 
directly or indirectly, keep 
things from improving. Take 
water, for example. Only the 
city municipality may supply 
piped water to your homes. 
And we know what the prob- 
lem with this monopoly is: It’s 
inefficient and corrupt. Most 
neighbourhoods, including the 
affluent ones, don’t get water 
round the clock. Residents must 
get up at ungodly hours to stock 
up on water, and then spend 
money purifying it because the 
municipality isn’t, well, too 
finicky about water quality. 

Most investors, including 
the venture capitalists featured 
in our cover story this issue, 
would love to invest in water, 
provided they could earn a viable return on their inv- 
estment. But there are two reasons why at present 
they won’t: One, regulations don’t allow them to and, 
two, they won’t be able to compete with the boot- 
leggers in the market—the tankers that supply water 
to various neighbourhoods. Ever wondered where this 
water comes from? Mostly, from farms outside of the 
cities. How are these “farmers” able to ship water on 





Tr 2 


P. Chidambaram: He's got his eyes open 





10 BUSINESS TODAY OCTOBER $ 2006 





Elementary lesson: Let competition prevail 





fuel (trucks need diesel, right?) and still sell the 
water at rock-bottom prices? Because the most imp- 
ortant input in the farmer's water business comes free 
to him: Electricity. Any other vendor who pays for 
electricity will not be competitive against such farmer- 
suppliers. Still, it is reasonable to 
expect that consumers will be 
willing to pay for convenience. 
If good quality piped water 
could be made available round 
the clock, there aren't too many 
households that will complain 
about higher prices. What we 
need is a government policy on 
viable user charges. 

How many times have you 
been unhappy with the quality of 
household plumbing, electrical or 
masonry work? Possibly every 
time you've had something 
repaired. Why don't we have 
plumbers or electricians who bring 
with them the right implements to 
the job and know exactly what the 
problem is? Because there are no 
institutes that train them formally. 
In the us, for a hairdresser to be 
employed at any salon (includ- 
ing the ones at Wal-Mart), she/he needs to be certi- 
fied. Met any certified hairdressers in India? Not unless 
you go to Keune or a salon chain like Habib's. In July this 
year, Javed Habib is reported to have raised money 
from private equity investors. So, clearly, there's a lot of 
investor appetite in consumer services. All that the gov- 
ernment needs to do is to amend policies and just get out 
of the way of such investments. 
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Don't Ban PNs Yet 


NDIA'S ENFORCEMENT DIRECTORATE WANTS PARTICIPATORY 
Tos (PNs) probed, but the Finance Minister P. 
Chidambaram would rather have them do no such 
thing. Guess what? Chidambaram may have a point. 
First of all, it's not the first time that PNs have raised the 
hackles of authorities. The Reserve Bank of India and 
sundry other government committees have off and 
on have asked for a ban on this stock market instru- 
ment, which is used by unregistered foreign institutional 
investors (Flis) to invest in Indian stocks. The concern 
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has been that PNs are opaque and can be used to laun- 
der money, since these instruments are transferable and, 
therefore, allow the original investor to hide under mul- 
tiple layers of supposed investors. The fear at present is 
that money belonging to Indian residents is being 
“round-tripped” through PNs. So far, there is no hard 
evidence to prove that there is any merit to this suspi- 
cion. Therefore, to put a blanket ban on PNs may not be 
the most sensible move. 

A good 40 per cent of the ЕП inflows come through 
PNs (the figure used to be a high of 50 per cent in May 
2006). So, one can imagine the effect a ban will have on 
the stock markets. One of the reasons why Fits take the 
PN route is that hedge funds aren't allowed to invest in 
Indian stock markets. Another is that registering an ЕП 
takes time. Since 2004, 446 Fils have registered with SEBI 
(Securities & Exchange Board of India) to take the 
total number to 963. But there are many more in the 


The Eternal 800 


HERE AREN'T TOO MANY CARS IN THE WORLD THAT 
have been around for more than two decades, 
outlived eight Prime Ministers and sold 2.5 million 
units, despite getting a facelift only thrice. But Maruti 
Udyog's small car, the 800, is no ordinary deal on 
wheels. It's the car that made motoring affordable to 
thousands of Ind- 
ians, and became 
the symbol of mid- 
dle-class India's new 
affluence when it 
was launched late 
1983. While the 
800 no longer sells 
in as many numbers 
as it used to— 
12,000 units a 
month in the heady 
years of 2002 and 
2003—it still finds 
6,500 buyers a 
month, making it 
the fifth largest sell- 
ing car in the country. Critics of the car have been writ- 
ing its obituary for years now, but the 800 shows no 
signs of driving into the sunset. Recently, when Maruti 
Udyog (where Suzuki of Japan is now the clear owner) 
decided to lay to rest one of its previous best sellers, the 
Zen, it still steered clear of the 800. 
At less than Rs 2 lakh a piece, the small car is by 
far the cheapest vehicle money can buy in the coun- 
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Maruti 800: The ace up Suzuki's sleeve 


queue. In fact, when an ЕП invests through PNs, its 
costs are double that of direct investment. It would be 
retrograde if the authorities were to ban PNs because 
SEBI's registration process is slow. More importantly, the 
money coming through PNs is not entirely hedge fund 
money. The Indian authorities may also want to take a 
cue from the Securities Exchange Commission (SEC), 
which has started registering hedge funds. Yes, what the 
regulators should insist on and enforce is the know- 
you-customer (KYC) rule. No regulator in the world 
typically asks Fus to reveal the identity of the ultimate 
beneficiary of PNs, but given that there’s a lot of investor 
interest in India, perhaps SEBI can instruct the Fils to keep 
it readily available at all times. Some of the concerns over 
money laundering may be valid, but the Indian regu- 
lators must not do two things: One, paint every foreign 
investor with the same brush and, two, make it difficult 
for foreign equity investment to flow in and out. 


try and, as figures show, still the first car for many 
buyers. But the reason why Suzuki has kept the car 
rolling may be strategic: Tata Motors is expected to 
roll out an ultra low-cost car sometime in 2008. 
Dubbed the Rs 1-lakh car (Tata Motors' Ratan Tata 
has been at pains to clarify that it may not actually 
cost Rs 1 lakh but 
slightly more), it is 
expected to do all 
over again what 
the 800 did 22 
years ago. Except 
that this time 
around, the Tatas 
may be drawing 
their customer base 
from two-wheeler 
owners. At any 
rate, Suzuki will 
need a car to 
counter the Tata 
threat. And 800 is 
clearly the ace up 
Suzuki's sleeve. Not only are the capital costs asso- 
ciated with the 800 fully depreciated (think dies), but 
there's a decent profit buffer of 6-8 per cent that 
Suzuki may not mind sacrificing in the name of 
competition. So, it's possible that India's new Rs 1- 
lakh car may come face to face with India's oldest 
modern car that, far from being laid to rest, gets a 
new lease on life as another Rs 1-lakh car. m 
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Free Trade or Fair 


India Inc. is discovering that there is a thin line 
between dumping and free trade. SHALINI $. DAGAR 


i HERE'S A COST TO FREE TRADE, AND SEVERAL OF INDIA INC.'S WORTHIES 
} are just discovering this, Just ask companies in the business of 

producing wheels, tyres, silk, chemicals and various other products. 
Chinese manufacturers dominate these categories, and several others in the 
manufacturing domain and what this global powerhouse sees as low-cost 
exports, companies in India see as dumping. 

Dumping itself is on the decline globally and in India. Yet, in an era 
likely to be marked by China’s complete dominance of the manufacturing 
sector, anti-dumping (AD) measures, largely in the form of duties, will emerge 
as critical protectionist tools. The Chinese economy depends on manu- 
facturing: 54 per cent of its gross domestic product comes from this. Over 
the past 15 years, the country has build up huge capacities across a vari- 
ety of sectors. The ensuing economies of scale combined with low wage, 
power, and capital costs translate into a sustainable competitive advantage 
in the export market. 

Not everyone is convinced. “Economies of scale can only help with vari- 
able costs,” says Sunam Sarkar, Chief, Corporate Strategy and Marketing, 
Apollo Tyres Ltd. “Power, labour and finance could all perhaps be available 
more cheaply, but the price of rubber, steel and oil is the same for China as 
it is for India.” Other executives (in other industries) in India and elsewhere 
К] are doing similar calculations. The result: Chinese imports are no longer as 

welcome as they once were. According to the World Trade Organization, 

China was the most popular target for new anti-dumping complaints in the 

second half of 2005, with the number increasing nearly 40 per cent over the 

i ] corresponding period of 

2004. "It is all part of the 
game called free trade," says 
T. K. Bhaumik, Chief 
Economist, Reliance 
Industries Ltd. “The world 
has still not 
learnt to 
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cope with China." Nor, it 

would appear, has India. 
"The new cases are 

largely restricted to China," 


150: Number of cases over the years where - 
India has imposed anti-dumping (AD) duties 








says C. L. Fernandes, Dire- 98: Number of categories where the AD. 

ctor General, Anti-dumping, duties still reman: 

the man responsible for deal- 9; Number of cases under investigation 

ing with dumping and anti- 20: Number of А0@ uties coming up for 
1 les : - s э р ы 

dumping duties at the Com rei ew in the next 12 months 


merce Ministry. In the case 
of silk fabric and tyres, for 
instance, Indian companies complained because import prices of 
products from China are almost half that of comparable local 
products. The Commerce Ministry has levied provisional duties and 
launched a full-fledged investigation, after which a final decision on 
an AD duty will be taken. 

Investigating complaints of dumping is not easy; the seemingly- 
opaque costing techniques followed by Chinese companies make the 
process difficult and time-consuming. In the case of tyres, Indian com- 
panies allege that Chinese tyres are sold at prices that do not cover 
raw material costs. That accusation fits in well with a conspiracy the- 
ory that has done the rounds for several years: China’s strategy is to 
sell at prices lower than the cost of production, wipe the competition 


off the face of the earth, and then raise prices to more reasonable 
levels. Still, several of the complaints have more to do with inherent 
inefficiencies in the domestic environment than predatory pricing by 
Chinese companies. 

Silk is a case in point. “There is absolutely no comparison between 
the Indian and the Chinese silk industries,” says K.S. Menon, Joint 
Director, Central Silk Board. “They (Chinese companies) have 
huge capacities with a great deal of automation, while silk in India 
is still a tiny sector industry.” In such cases, any protectionist meas- 
ure, such as AD duties will at best provide a temporary reprieve. “We 
can’t protect them in the long term,” says Biswajit Dhar, Head, 
Centre for WTO Studies. RIL’s Bhaumik suggests industry-specific re- 
sponses to cope with the onslaught. And in cases where industries are 
particularly vulnerable, he recommends pre-emptive measures like 
safeguard duties. “One need not wait for injury to occur,” he says. 
There is a case for a better thought out trade-defence strategy, 
just as there is one for having one ministry handle both AD and safe- 
guard duties (currently, the first is with Commerce and the second 
with Finance). In the long- 
run, though, building com- 
petitiveness may be the only 
way out. "India will have to 
look at itself very closely," 
says Dhar. *We are thor- 
oughly uncompetitive in 
many sectors." 
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EXPERTAKE 


Bimal Jalan On CAC 


AJYA SABHA MEMBER BIMAL JALAN 
Re Governor of the Reserve 
nk of India when the Asian 

crisis broke in the 1990s and India qui- 
etly shelved its plans for capital ac- 
count convertibility (CAC). He spoke 


to BT's Shalini S. Dagar on the subject. 


Given the second report on CAC what 
are your views on full CAC for India? 
There is no doubt in my mind that 
for all productive useful purposes there 
should be free capital account con- 
vertibility. It is important that we do 
not politicise the issue. 


So what are the glitches you see in the 
move to full CAC? 

We should remember that the Indian 
rupee is not a reserve currency. At the 
end of the day, foreign central banks 
hold dollars or euros as reserves. So, yes, 
we are ready for full CAC for productive 
purposes but not for speculative flows. 


The current committee has recommended 
a tight band for the rupee... 

Гат not in favour of a fixed exchange 
rate or movement within a tight band. 
This will reduce flexibility to handle 
unexpected events. Also, major inter- 
national currencies in relation to which 
rupee values are quoted, do not move 
within a band. 


The Tarapore Committee report had rec- 
ommended certain benchmarks of fiscal 
prudence in its earlier report. This time 
around it stresses banking sector reform. 
All these things should be done. САС is 
really a secondary issue. 
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The Cost of Friendship 


Now that they are friends, India has to learn to live with the US. 


HISTORIC NUCLEAR DEAL MAY HAVE BROUGHT INDIA 

and the us closer than they ever were before, but 

he former is discovering that being friends with 

the latter is something that takes a dash of tolerance, an 

ounce of patience, and a whole heap of understanding. 

India, it would appear, missed the point entirely in the 

euphoria following President George W. Bush's visit to 

India where he promised to help India's nuclear-energy 

initiative, declared the country a strategic ally of his 

own, and sought that more mangoes be exported 

from India to the us after tasting the fruit at a state 
luncheon. 

The us firmly believes that what is good for it, is 
good for the whole world and works assiduously to 
achieve the first (sometimes under the guise of working 
for the other). Free trade, for instance, would, in the 
American scheme of things, be global trade that protects 
the interests of America, Americans, and American 
companies. 

In keeping with this philosophy, the Us has written 
to the Indian government, objecting to its proposal seek- 
ing to ban private sector couriers from carrying parcels 
weighing less than 300 grams within the country. 

The logic behind the move by the Indian gov- 
ernment is to ensure that India Post earns enough to 
continue to deliver mail at reasonable rates between 
two remote locations, not very different from the 
‘mail monopoly’ of Us Post in certain categories of 
mail and packages, which has been criticised by sev- 
eral people, including economist Milton Friedman. 
The us has indicated that India's move could have a 
bearing on the ongoing services talks at the World 
Trade Organization. 

The package issue apart, the Us has also come to the 
aid of beverages companies Coca-Cola and PepsiCo, in 
the wake of the ongoing pesticides-in-colas contro- 


IS INDIA REALLY AT #134? 





16 BUSINESS TODAY OCTOBER $ 2006 


JAY MANDAI 





The long arm of friendship: For good and bad 


versy. The country's Under-secretary for International 
Trade Frank Lavin has warned India that bans imposed 
on the products of the two companies by several state 
governments could blight India's chances of attracting 
American investment. And more recently, Us Amb- 
assador to India, David C. Mulford, commented that 
India's economic reforms process seemed to be slowing 
down, not really the kind of thing expected of the rep- 
resentative of a friendly country. 

Anjan Roy, an advisor to the Federation of Indian 
Chambers of Commerce and Industry, believes that 
the Us government’s actions, prompted by a desire to 
look after its own (like American courier firm FedEx) 
are "nothing exceptional". *We should act fairly 
keeping in mind what is best for us," adds Roy. 

That is what the us does, and it would surely 
understand why its friends are following suit. 

AMIT MUKHERJEE 
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Shopping Abroad 


India Inc. cannot have enough of global acquisitions. 





Brazilian Oil Field, BC-10 Block 





Daewoo Electronics, Korea 


Energy Brands Inc., US 





| betapharm Arzneimittel GmbH, Germany _ 
___ Hansen Transmissions International NV, Belgium 
_ Sinvest ASA, Norway = —— 


_ Terapia SA, Romania 
- Sabah Forest Industries, Malaysia — 











_ Eight O'Clock Coffee, US 





Azure Solutions, US 


UCKED IN AMONG THE DETAILS 
of accounting firm Grant 
Thornton’s report on deal ac- 
tivity in India in the first half of 
2006 (January to June)—the num- 
bers: India witnessed deals worth 
$14.3 billion or Rs 67,210 crore of 
which $10.8 billion, Rs 50,760 
crore were outright mergers or ac- 
quisitions and the rest, private equity 
investments—is the story of India 
Inc.'s growing appetite for foreign 
companies. In number terms, that 
appetite translates into 85 deals or 
$4 billion, Rs 18,800 crore, (result- 
ing in an average deal size of around 
$47 million or Rs 220.9 crore). 
Apart from the fact that acqui- 
sitions have been made by Indian 
companies from diverse sectors, the 
interesting thing is that the aver- 
age deal size is up. In 2005, Indian 
firms spent $4.3 billion (Rs 19,350 
crore then) on acquiring 136 foreign 
companies, an average deal size of 
$32 million or Rs 150.4 crore. If 
recent deals (which were closed 
after June, and hence have not been 
taken into account in the calcula- 
tion) are any indication, deal sizes 
are set to increase further. In August 
this year, Tata Tea acquired a 30 
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per cent stake in the Us-based 
Energy Brands Inc. for $677 million 
(Rs 3,181.9 crore) and should 
Videocon's buyout of Daewoo 
Electronics go through (see On The 
Waterfront on Page 62), the deal 
will be worth $700 million (Rs 
3,290 crore). 

"Today, for Indian companies, it 
is not about dreaming big domesti- 
cally, but dreaming big globally," 
says Jitender Balakrishnan, Deputy 
Managing Director, IDBI Bank. “The 
reason for this kind of activity is a 
combination of various things like 
larger and cheaper manufacturing 
bases existing (overseas), and easy 
access to funding." Companies in 
sectors such as pharmaceuticals, 
telecom, energy, IT and ITES are at 
the centre of this outbound M&A 
activity. Interestingly, the Tata Tea- 
Energy Brands mega deal—a rarity 
in the fast moving consumer goods 
space—saw Tata Tea making an 
investment almost in the range of its 
own consolidated turnover. That 
might have been inconceivable once; 
not today. 

Earlier this year, Ballarpur 
Industries Limited signed an agree- 
ment to acquire Malaysia-based 
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Sabah Forest Industries for $261 
million (Rs 1,226.7 crore) and 
Suzlon, through its Netherlands- 
based subsidiary, AE-Rotor Holding, 
acquired Belgium-based wind tur- 
bine gearbox manufacturer Hansen 
Transmission for €431.43 million 
(Rs 2,545.43 crore). But overseas 
acquisitions are not the monopoly 
of large or well-known companies. 
In August, little-known Spentex 
Industries announced the acquisition 
of Uzbek spinning firm Tashkent 
To’ytepa Tekstil for $81 million or 
Rs 380.7 crore. Over the past 10 
years, explains Ravi Menon, 
Managing Director and Co-head 
(Investment Banking), HSBC, Indian 
firms have been keen to make over- 
seas acquisitions. It is all coming 
together now because “regulatory 
mechanisms for most industries are 
in place with clear-cut policies”. 
And money isn’t an issue any more. 
Already, thus far this year, Indian 
companies have raised some $10 
billion (Rs 47,000 crore) from over- 
seas markets. Over the next few 
years then, India Inc.’s shopping 
itch for foreign companies is un- 
likely to abate. 

KRISHNA GOPALAN 
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We Know What You Do 


Do service providers share information easily? 


“The city police have probed at least three complaints, the last of 
them from Bilaspur (Madhya Pradesh) where jilted lovers and spurned 
friends had turned to Orkut.com with vengeance, creating obscene 
profiles and lewd albums, making life a living hell for the victims” 


"Most people don't realise that from the point they log on to net, to the 
time they enter data and send it, it’s being logged...they are leaving be- 
hind a trail of everything they do. All we had to do is ask the service 
provider (in this case Google) for the details. They responded (in all these 
three cases) very fast” 
Gyanwant Singh, Deputy Commissioner, Detective Department, 
Kolkata 

HESE ARE EXCERPTS FROM A NEWS ARTICLE THAT APPEARED IN 

| newspapers a few weeks ago and it highlights two things: the 

rampant misuse of online social networks and the alacrity with 
which service providers turn over information to investigating agencies. 
These cases pertain to harassment, but the information could have just 
as easily been confidential or mushy e-mail. 
Will service providers give out such infor- 
mation? Google India did not respond to 
a questionnaire from this magazine, 
but Yahoo India redirected the 
writer to its terms of service 
(Tos) that says that We respond 
to requests from апу Indian 
or foreign government, se- 
curity, defence, revenue, reg- 
ulatory or other authority, 
agency or officer. 

The words in Google’s 
Tos are slightly different, 
but the gist is similar. “In 
case an investigation agency 
makes a request for us to turn 
over IP (Internet Protocol) logs 
of a particular subscriber, and they 
have the requisite warrants or show that 
a particular user has been using our service to 
commit fraud or any criminal activity, we will turn the data over," says 
a large Internet Service Provider. 

"People need to understand when they go online, whatever they do 
is not secure; it can be used by various outside parties," says lawyer 
Pavan Duggal. "There is no concept of privacy on the internet." He 
points out Section 69 of the rr Act, 2000, which confers upon the gov- 
ernment the power of interception of any electronic information 
which passes through a physical server, computer or even network in 
India, powers that can be misused at will by any government agency or 
employee. His suggestion: "You should be careful what business you 
conduct online in India." 
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JOBS IN THE 





AYBE THIS IS WHAT THE FAMED 
trickle-down effect is all 
| about. With the manufactur- 


ing sector growing at about 8 per 
cent, and companies heading for in- 
dustrial belts far away from the cities 
to benefit from tax sops, locational 
advantages, infrastructure, or a mix of 
all three, there suddenly seems to be 
an explosion in job opportunities for 
skilled, semi-skilled, and unskilled 
labourers in the hinterland. All other 
things being equal, it makes sense 
for companies to hire from the neigh- 
bourhood of their manufacturing fa- 
cilities; it helps them integrate into 
the community. “Out of the 750 em- 
ployees in the Greater Noida factory, 
nearly 150 are from within the 50-km 
radius, and it’s the same at the Pune 
plant,” says Yasho V. Varma, Director 
HR, LG Electronics. Then, there is 
the thing about employees from these 
areas being more stable. Arvind Mills, 
for instance, has ventured into the 
town of Chamrajanagar in Karnataka 
to set up the first of what it claims will 
be a series of small factories run by 
self-help groups composed entirely of 
women. Spotting the trend early, 
staffing services firm Manpower, 
which is setting up offices in 20 Tier- 
Il cities is now planning to venture into 
Tier-III ones. 
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Legal DVD Rentals? 


A Delhi High Court order may just catalyse that. 


VERY CITY HAS THEM, LIBRARIES THAT RENT OUT DVDS. SOME ARE 
E: Others, big enough to have multiple outlets across cities. 
The business appears profitable enough to attract new players to 

it every month, even every week. Only, it would appear to be illegal. 
If executives from Saregama, Excel Home Videos and Sony Pictures (the 
three companies that own the rights to the movies of most studios that 
are part of the Motion Picture Association, MPA, and are the only ones, 
thereby, entitled to issue licences to libraries to rent out DVDs of these 
movies) are to be believed, none of the рур libraries in the country has 
the required licences to rent out movies. 

Most рур libraries may soon have to down shutters. On September 
1, MPA obtained an ex parte ad interim injunction from the Delhi 
High Court against Cinema Paradiso, a pvp library with outlets in 
Chennai, Bangalore, Hyderabad, and Kolkata, from ‘importing into 
India for sale or renting out’ Hollywood movies produced by studios 
represented by MPA (Warner Bros., Twentieth Century Fox, Universal 
City Studios, Paramount 
Pictures, Sony Pictures, and 
Buena Vista Pictures). MPA's legal 
counsel Chander Lall interprets 
the order as preventing Cinema 
Paradiso from selling or renting 
out DVDs, while the video li- 
brary's lawyer Neel Kanthan, 
who insists the company has “all 
licences", says the order only 
restrains his client from import- 
ing the titles in question. 

MPA’s Lall, meanwhile, says 
he is readying to file a contempt 
petition if Cinema Paradiso does 
not stop renting out DVDs (on 
the face of it, he would appear to be in the right; internationally, video 
rental firms have to secure licences from the copyright owners, a 
concept that, while it may seem alien in India, is the only legal way to 
rent out DVDs). By some estimates, India has some 30,000 libraries en- 
gaged in this business. N. Muthuram, Country Manager, Sony Pictures 
Home Entertainment, describes the library's statement that it has licences 
from all studios as a “false claim”. Apart from the renting-out itself be- 
ing illegal, adds Muslim Kapasi, Managing Director, Excel Home 
Videos, libraries that import movies could be aiding the distribution of 
titles banned in the country or not certified by the censor board. The 
three companies (Saregama is the third) say they will soon announce 
their licensing norms for rentals. A Saregama executive says the com- 
pany is in talks with two рур libraries, Bangalore-based 70mm and 
Mumbai-based Clix Flix, to work out a licensing arrangement. 
Subhanker Sarkar, 70mm’s CEO, who has been talking to all three firms, 
hopes the “commercial terms will be commercially viable”. They may 
be that. They will, however, definitely be legal. 
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Buy, don't rent: Not yet, anyway 
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The oil business: Just right for Assam 


NDIA'S UNION GOVERNMENT MAY AS 

yet be undecided on its disinvest- 

ment strategy, at the core of which 
lies an unresolved debate about the 
wisdom of governments being in busi- 
ness, but the Assam government is 
clear in its mind. 

It has just set up a new company, 
Assam Hydro Carbon and Energy 
Company, to prospect for oil and gas 
in the state. "It will serve the dual 
purpose of earning more revenue from 
our natural resource reserves and gen- 
erating more jobs," says Pradyut 
Bordoloi, Assam's Minister for Power 
and Industry. The new company has 
already teamed up with Oil India 
Limited to jointly bid for five oil blocks 
in the state. Assam definitely stands to 
gain: instead of the meagre royalty it 
used to earn on oil extracted from its 
fields, it will now earn revenues from 
sales of the precious commodity. The 
economic logic is sound; and creating 
a public sector undertaking is any- 
day far easier than reworking royalty 
formulae. 

RITWIK MUKHERJEE 
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Civic Sense 


Honda's new offering is a big hit. 
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Flying Start 


Source: SIAM 


Sales in units 


sold around 30,000 units. Better still, positioned 

between the higher end of the C-segment (Think 
Honda City, Lancer) and the D-segment (Honda 
Accord, Toyota Camry), it created a vibrant segment 
and managed to convince enough customers looking 
to buy a high-C car to upgrade. 

Now, however, its dominance may be over. 
Honda's Civic, launched in July this year to take on 
Corolla, had already sold over 4,000 units by the 
beginning of September. The manual transmission 
variant and automatic transmission variant of Civic are 
priced at between Rs 10.75 lakh and Rs 11.25 lakh 
(ex-showroom, Delhi). Toyota has 14 variants of the 
Corolla priced between Rs 8.85 lakh and Rs 12.20 
lakh; the company has also launched several promo- 
tions, including a reduced down-payment option and 
a buy-back scheme in association with a bank. *Very 
soon, Civic will become the preferred choice in the 
lower D-segment," says Hiroshi Shimizu, Director, 
Sales and Marketing, Honda. Toyota execs did not 
wish to comment on the subject. *Even though most 
of Civic's orders were pre-booked, it is clearly emerg- 
ing as the winner," says a Mumbai-based auto analyst. 
“The decline in sales clearly indicates that Toyota 
will have to revamp the features if it wants Corolla to 
survive the competition." 


S INCE ITS LAUNCH IN 2003, TOYOTA'S COROLLA, HAS 


PALLAVI SRIVASTAVA 
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Q&A 


“India A Role Model” 


LOBAL LUGGAGE MAJOR SAMSONITE CORPORA- 
e (revenues: $967 million, Rs 4,544.9 crore), 

sees India as a key growth market. The com- 
pany’s President & CEO, Marcello Bottoli speaks to BT's 
Krishna Gopalan on India and why the market excites 
him. Excerpts: 


On the company's Indian operations: India is one of our 
most successful businesses in the company. It is a 
role model for us. India is clearly a net exporter by far 
of ideas and concepts. What we have also done is also 
tested successful ideas from India in other markets. We 
should be able to maintain the pace at which we 
have been growing—which is about 30-35 per cent. 
We did about Rs 600 crore of business last year. 


On other markets resembling India: While there is no other 
market like India, there are some commonalities with 
China. China is a massive country in terms of popu- 
lation and size . Brazil too is similar to India. It is im- 
portant to look at the world not just as geographical 
regions but as development regions. 


On Samsonite in India and China: We have been in 
China for about 12 years and have in place a profitable, 
flourishing, fast growing business. The operations in 
India started around the same time. There is actually a 
very small difference in size when it comes to our busi- 
ness in India and China. I would think there would be 
a difference of 10-15 per cent at best between the two 
countries. From a longer-term, size wise, China presents 
a bigger potential than India. Coming to concerns, 
people are a scarce resource at the management level in 
China. Getting the right people in India is not a chal- 
lenge. Infrastructure is still an issue in India. Here 
China has been making some giant strides. The other is- 
sue is that of retail infrastructure. If you look at the num- 
ber of good-quality departmental stores or malls in 
China, it is significantly high. In India, we have to cre- 
ate own retail infrastructure. 


-— 


Acclaimed 
Bose sound... 





Listen to your favourite CD, МРЗ CD or AM/FM radio station on the Wave" Musi 
System. Clarity and definition let you appreciate more of the intricate nuances ‹ 
many instruments - including the human voice. Now, our new Mutli-CD changer 
designed exclusively for the Wave* Music System lets you enjoy convincingly 
accurate sound for hours on end. A credit card style remote control conveniently 


operates all the Wave Music System and the Multi CD Changer functions 
f y J 


A system that delivers room filling sound with our advanced dual tapered 
waveguide technology. At the same time other advanced Bose technologies 


automatically perform many adjustments needed for lifelike tonal balance 


у 


Everything you need to enjoy music is inside: amplifiers, equalizers, speakers, CD 
MP3 CD player and radio tuner. It's all engineered to work seamlessly together 


апа be delightfully easy to use. 


You can easily connect another audio source to the Wave® Music System and use 
its lifelike sound to add extra enjoyment to TV shows, movies and MP3 music 
Its magnetically shielded so it won't distort the image on nearby TV and 


computer screens 


For more information or to place an order 


Call free 1-800-11-BOSE (2673). SMS ‘QUERY’ at 989 970 2673. 


Visit us at www.boseindia.com Please quote reference no. MR004 





bt 








26 1 


TOP OF MIND 





Who: Shiv Nadar, Chairman, HCL 
Technologies 

Why: The company recently signed an 
agreement with GE to set up and operate 
global (software) development centres for GE 
Where and for how long: In India and 
China for three years 


The deal: HCL isn't saying, but industry 
buzz says $50 million, Rs 235 crore; 
after three years, GE could make each 
entity a subsidiary 


Last word: "We are excited about the 
partnership and will continue to deliver 
the near-shore alternatives and LCC 
leverage to GE," said Shami Khorana, 


< President, HCL America, a 100 per cent 


subsidiary of HCL Technologies, at the 


- time of announcement of the deal 


PALLAVI SRIVASTAVA 








ECONOMY 


Status: Rs 5,58,372 crore in 
2005-06; up 3.51 per cent from 
fiscal 2004-05 . However, in ab- 
solute terms the increase is around 
$2 billion (Rs 9,400 crore). State 
Bank of India's redemption, in 
December 2005, of some $5.5 
billion (Rs 25,850 crore) of 
Millennium Deposits helped. 


EXTERNAL DEBT OVER THE 
LAST FOUR YEARS 
5,58,372 
5,39,389 


4,91,379 
4,68,000 


2002-03 2003-04 2004-05 2005-06 


Figures in Rs crore ource: RBI 
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Impact: Increases the interest bur- 
den and affects the country's sov- 
ereign rating in case of trouble in 
the domestic currency or a default 
However, India's external debt to 
GDP ratio has dropped from 38.5 
per cent in 1991-92 to 15.8 per 
cent in 2005-06 

COMPILED BY ANAND ADHIKARI 


Status: Rs 2,792 crore in April 
and May 2006, an increase of 
10.6 per cent over the correspon- 
ding period in 2005. The import of 
edible oils, fruits, vegetables, cotton, 
silk, rubber, automobiles, and milk 
(among other things) increased, 
those of spices, tea and coffee, 
and alcoholic beverages declined. 
Impact: The sensitive items are 
monitored by the Ministry of 
Commerce because of their 
adverse impact on local prices and 
local companies. In effect, this 
could hurt the prospects of dom- 
estic industry by rendering its own 
products unviable in the wake of 
cheap imports. 


"MY DAD WORKED HARD 
TO FULFIL MY DREAM 
OF BEING A PILOT. 


NOW IT'S MY TURN TO HELP 
MY SON EARN HIS WINGS." 


¥ At DBS, we're here to help the dfêams of your generation, 
and your next generation take flight. 
NON DBS. Living, Breathing Asia. 


We understand that when you build wealth, you're also securing a future. Not just for your family, but for the generations t 


come. With our expertise in Asia and international banking standards, your wealth and your family's future are in good hand: 


To find out more about Singapore's largest bank and Hong Kong's fifth largest banking group, visit www.dbs.com today 
gar g 0 С Jg 
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P-WATCH 


CST PHASEOUT MAY BE DEFERRED 
A SWITCH IN TAXATION REGIMES 15 
THE RESISTANCE smoothest when there is no loss in rev- 

Jctober 1 deadline for CST phase-out enue. Else, deadlines get deferred. That is 
precisely what is set to happen, with the 
Centre not agreeing to states seeking 100 
per cent compensation for loss in revenue 
owing to the phasing out of the prevailing 
Central Sales Tax (CST) regime. And, the 
bill in contention is a hefty one— over Rs 
18,000 crore. 

Moreover, the states do not believe 
that a graded increase in value added tax 
(VAT) rates is adequate compensation. Hence, they are also seeking a greater 
share of the service tax kitty. The Centre, however, believes its offer to allow 


states to collect and retain service tax on 77 services is substantial and suffi- | 


cient. The process of consultation continues—the Empowered Committee 
of States for implementation of vAT will be meeting on September 23 and 
there is still hope for a rapproachment. No matter, the October 1 deadline 
for flagging off the phase out of the prevailing regime, seems almost impossi- 
ble to keep. 


SHALINI S. DAGAR 


PATCHWORK FOR SEZ POLICY 

SAFEGUARDS OUGHT TO PRECEDE POLICY ANNOUNCEMENTS. HOWEVER, IN THE 
Indian context, more often than not, it is the other way around. The sEZ 
policy is a case in point. The Finance Ministry has argued that the SEZs are 
prone to widescale misuse by Overseas Banking Units (OBUs) as they remain 


unregulated in the SEZs. OBUS, essentially an arm of a bank operating in | 


India, would cease to be under Indian banking regulation and might indulge 
in international financial activities that are beyond the jurisdiction of Indian 
law. The commerce ministry is now awaiting the Reserve Bank of India's 
guidelines on this issue before forging ahead with a policy for OBUs. A case 
of putting the cart before the horse? 

AMIT MUKHERJEE 


PSB DEALS: ARETHEY ADUD? 

THE RECENT MOVE BY THREE PUBLIC SECTOR BANKS, CORPORATION BANK, INDIAN 
Bank and Oriental Bank of Commerce, to forge a strategic alliance to build 
loan assets and fee-based income ought to be significant. After all, giants in 
the Indian banking space are relatively puny in the global order. Further, the 


implementation of Basel II guidelines over the next few years is likely to ren- | 


der the cost structure of Indian banks quite uncompetitive. 

However, finance ministry officials do not see this alliance as a significant 
event. The cynicism is borne out of pragmatism—M& activity in the public 
sector fold is yet to take off, largely owing to opposition from the communist 
parties, key allies of the government. 


SHALINI S. DAGAR 
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A bird's eye view of what's hot and what's 


not on the government's policy radar. 


NEW TELECOM SOPS? 
THE ISSUE OF REDUCING TAXES IN 
the telecom sector appears to 
be gaining momentum. The 
Working Group on telecom 
sector for the Eleventh Plan 
period (2007-2012) has 
recommended a reduction in 
the annual licence fees to a flat 
6 per cent of the adjusted gross 
revenue (AGR). 

Surely, the sops are wel- 
come so long as they they are 
passed on to the consumers. 

SHALEEN AGRAWAL 


Better fortunes: Not for them 


ENERGY COST TO RISE 


COAL, WHICH MEETS MORE THAN 
half the country’s commer- 
cial energy needs (over three 
quarters fuels power plants), 
will soon be costlier. This 
comes in the wake of the 
coal ministry's decision to 
hike royalty rates on coal by 
10-15 per cent. 

States deserve every bit 
of this raise in rent. Howe- 
ver, will the common man 
entirely benefit, given the 
inefficient delivery systems? 

AMAN MALIK 








sva 1Tvgivs 





u102'^OUuS3eoqeIpurAMAMA Wor MOYSILOgEIPUIMojul Jew 80/7ItC:xed SSeEIEZ IZ 16+ jor Vipu, ejay 010 S69 Шпыри®ли| 'quieÁe]|aA 9/6] odx3 Jims 





2,0'usjnot(t49» MAM 


Aszune’) Mq 


e 


pon) 
ДЫЛ, 


Joy AQ Pasiuebio 








‘KEME 1uBu 66£2L 697860 Пе 
'esunoo имо J4noÁ eyo oj puy `риом ey} 550322 шош; saq ay} jo Aeue eAisseJduut 


ue шоу eoq weap INCA әѕооцо о! “MOYS }eOg әлцішуәр S,eisv ujnog 0} eulo9jeM 





ојозәу umo) 9002 199020 27-01 


MOHS LVOd 


TVNOLLVNWLENI VIANI 


S h 









Г Many 
У 


NWUTPCOUEUNSPSUNTYSUPPEEERENUCSPSCONEUUCSEENHETUTCESULONETENUUETUEN C ES 


dhanu 


winnicy бу ralas adag 


A Dhanus Enterprise 


Are you getting 
what you paid for? 


What's the first thing you do when you land abroad? Buy a 
calling card, call home and say you have arrived safely. 


In most cases, you are getting cheated without knowing it. You 
wonder how a card runs out so quickly. You think that the 
promised ten minutes is more like five minutes. And if you ever 
take the trouble to find out, you'll find that there are lots of 
charges in small type you never bother to read. 


Next time you travel abroad, buy a V-tel Card in India, in 
Rupees. Apart from saving you precious foreign currency, you 
get great voice quality, very attractive low call rates and no 
hidden charges. The V-tel card is valid in over 200 countries, so 
if you want to call during a stopover, just head for the nearest 
phone booth. What's more, the remaining value on your card 
does not lapse for six months. 


From now on, stick with V-tel. Its what the smart travelers carry, 
every time they head abroad. You can choose from a suite of 
options like a V-tel Card that is valid in over 200 countries or a 
V-tel Select Card that gives you access to the frequently traveled 
countries. 





V-tel 


World's Calling Card 


N 14/4, DLF Phase II, Gurgaon, Haryana -122 002 
Phone: +91 124 4059393 or visit us at www.v-tel.com 
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NEWS NUMBERS OF NOTE 


SACHIN TENDULKAR 35. The number of days it takes to start a new 
business in India today compared with 89 days in 2004 


2,000. The number of Infosys employees out of 
a total of 60,000 who are of non-Indian origin 


164.3 1 million: The current telecom subscriber 
base in India; of these, 123.44 million are mobile 
phone users 


25 per cent: Proportion of managerial positions in 
PepsiCo held by women, up from 22 per cent four 
years ago. Six of the company's top 12 execs are 
now women or belong to minority communities 


The thrill is back: And big-buck endorsements 330 million: The number of people in Asia { 


ОРМ ABER eo S REA те who live on less than $1 (Rs 47) a day 
Open (her second Grand Slam win after 
Where: which she won in 2004), 350,000. The number of Britons who leave 


she not only disproved critics who had been sug- their country every year, up almost 50 per cent from 
gesting that her first win was a flash in the pan, but 10 years ago. At least 4.5 million Britons—about 8 
also upped her earning potential (she earned a per cent of the population—now live abroad 
reported $25 million, Rs 110 crore in 2005) con- 
siderably. When Sachin Tendulkar scored 142 in his 240,000. The number of eye surgeries 
recent comeback match (after missing 13) against the Madurai's Aravind Eye Hospital performs in a year 
West Indies recently, he achieved something similar. 
Sports writers have gushed about the determi- — ] ‚420: The average number of days it takes to 
nation he displayed during the knock, his strokes, resolve a court case in India, according to the latest 
and his hunger for runs, undiminished for someone ^ worl Bank-International Finance Corporation's 
who has played 364 one day internationals (0015) ‘Doing Business 2007’ report 
at the time this magazine goes to press. However, 
e enin stai ci Слу ote 56. The number of steps litigants need to go through 
him off as a spent force. And while endorsement in India before a case can be completed, according to 
deals didn't exactly dry up for the man, companies e Same report r 
started looking at alternatives. In recent times, the ГЭ Зы Dat \ 
Indian cricket team's captain Rahul Dravid has 35 million: The number of diabetics in India 
been the most visible cricketer in terms of end- 
orsements, followed by the troika of Mahendra RS 3,000 crore: The estimated loss to the 
Singh Dhoni, Virendra Sehwag, and Tendulkar. Karnataka government from illegal mining in Bellary 
The 142 (fine, 142, not out) will surely change $3 4 
that. Akin to a brand that has had its core values «“t billion: The amount which pharmaceuti- 
reinforced (either through a makeover or a рет: cals giant GlaxoSmithKline Holdings 
tional activity), Tendulkar's stock among advertisers (Americas) will pay to the US Internal 
and marketers is set to soar, Service in the largest tax dispute in IRS 
With the Champions Trophy (scheduled for next history. The dispute involves inter-com- 
month, and to be played m India) and the Cricket pany transactions between Glaxo and 
World Cup (mid-2007, h the West Indies) just some of its foreign affiliates relating to 
around the comer, сене will likely increase their various GSK pharmaceutical products 
marketing and advertising spends around cricket 
and a reinvigorated Tendulkar will surely benefit 


from that. He couldn't have timed the 142 better. £25 million (Rs 217.5 crore): The es- 
timated size of the fashion industry in India 
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EPSON 


EXCEED YOUR VISION 


Can waterproof print quality. mean watertight savings? 


er both with Epson! With ink cartridges from as low as | 
| Inkjet All-in-Ones & Printers give you print quality like n 
TTTGIVIDUAD| fade* resistant DURABrite Ultra inks or the cutting-edge айо 
| nemen maeno replace only the colour that r 


jil: think @eid.epson.co.in 


on Helpline: For product info, service or to order a cartridge - 1800 425 0011 (ЗАМ - 9PM) . For se 


joy extra savings that are as long lasting as each brilliant print. © 


rvice (CDMA & Mob 


| 304 Inkjet All-in-Ones _ 
10 апа Ргїпїег< 


odel. ‘Prints last upto 120 years (under test conditions) 


3900 1600 (SAM - 6PM) 


www.epson.co.in 





A large vert ht cluster makes 
the rear of the car look smaller than it 
is; loading height will be an issue, though 
there is tons of space in the boot. 


a 


о good, but handbrake is a bit 
e too close to the drivers’ seat. Access to controls 
ә good, but controls could be bigger. Fake wood 
e fascia on top-end trim looks very fake. Cream 
upholstery and two-tone plastic dashboard 
makes for a ‘bright’ look 





So Hyundai’s got a new car on ә 
the block — the Verna and it is : 
lining up to take on the Honda : 
City and the Ford Fiesta, which : 
between them have sold 31,000 2 | 
units already this fiscal. How is 2 took its time to get 
it? Kushan Mitra finds out. P the car cooled down, but Chennai was 
a typically muggy and dark body colours 
: 
S 
> 
© 
LJ 
ө 
e 
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made it worse 






and wide grill give the front of the car a 
‘sweet’ look, but the angular fog-lights 
give it an awkward jowl 
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ble, and due to ‘ 


higher seat position getting in and out of 
the car is very easy. Ride quality is good, 
yet handling could be better. Overall interior 
space felt superior to that of the Ford 

Fiesta and comparable to the Honda City 


at: file High waistline and rising 
windowline, as well as a overall high stance 
gives the car an aggressive side profile. 


starting prices for the low-end petrol model might be around the 
Rs 7-lakh mark (ex-showroom); it is unlikely that top-end petrol 


models will cost much beyond Rs 8-lakh. 


PRICE: um, Hyundai India MD, H.S. Lheem was very evasive The diesel variant is a different thing altogether; second-generation 
about the price, but the car will be launched later this month. CRDi engine is very expensive; the car might cost well above the 
Since it will be competing with the Ford Fiesta and Honda City, Rs 8-lakh mark, but it really is worth it. т 


INDIA, CHINA ТО PROPEL ASIAN GROWTH: IMF 


Overview of the world economic outlook projections 


- 
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0 
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1.6 Litre Variable Timing Variable Train (ҮТҮТ) Petrol 
Despite being a bit 
sluggish early on, the 
W petrol engine has a 
nice top-end. Not the 
peppiest car on sale in 
India; the Ford Fiesta 
1.6 and Honda City 
® VTEC do seem to have legs on the Verna Petrol at least initially 
if sheer speed is what you are after. However, this car did 
seem to be a very refined inner-city car. Variable valve 
technology will ensure that it delivers decent economy. 





1.5 Litre Common Rail Diesel Injection (CRDI) 


The engine might 
шй displace the same 
ы amount as the diesel 
on the Accent, but it is 
s one generation newer, 
; -— MN has one more cylinder 
and almost 30 more horsepower and it shows. This car 
accelerates like a rocket off the line and it is actually more 
powerful than the Skoda Octavia Diesel. In fact, the diesel 
variant is perceptibly faster than the petrol one. However, 
the car did feel a bit skittish under heavy braking and it 
does sound rather loud when you start it up. 






TU ST OS x E TERETE aL TT REDE 
VERDICT: The Honda City (not the VTEC) feels nicer 
and Ford Fiesta 1.6 is a rocket; the Verna petrol feels like 
a compromise between the two. Which makes it a rather 
sensible buy. But, if you're contemplating buying a Verna, 
don't think, buy the diesel, and not just because the 

1 heavier fuel is cheaper. 


Monetary 

Growth cont 

with much of the momentum du 

and India,” the Washington-bas 

and lender said 
all upbeat outlook, the IM] 
owdowns in the Unite 


for Asia's export-led romies 
ble should China's red-hot e 
aid. Other potential threats were a wid 
outbreak and a breakdow efforts to reviv 
Joha Round of trade liberalisation talks, the IMI 
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*That Lexus has been destroy ed. We had it 
vapourised during yesterday's press conference" 
Bill Ford, Former CEO of Ford Motor Co, on tl beine driven b 


Alan Mulally at the time be was appointed CEO of Ford, in 1 


“Our founders are people who left other 
companies to found this one. So we can't have 
differential rules" 

T.V. Mohandas Pai, Infosys HR Chief, on not stoppir 


tbe сотрапу to start tbeir own ventures, in Busines 


"Saying we are a back office and China is 
a factory is a backhanded compliment" 
Kamal Nath, India's Commerce Minister, in New York 1 


“Diabetes unfortunately is the price you 
pay for progress" 

Dr A. Ramachandran, Managing Director of Chennai’s M.V. Hospital 
for Diabetes, in New York Ти 


“The world is going to need (software 
alternatives) to India. Only China has enough 
human resources, enough human capital to 
be able to make a difference” 

Leonard Liu, CEO of Augmentum, a three-year-old Silicon Vall 
Company, in BusinessWeek 


“If you don’t want to buy airplanes or diamonds, 
what are you going to do with your wealth?” 


Rohini Nilekani, philanthropist and wife of Infosys CEO Nandar 
Nilekani, in Time 


“India has established beyond argument, 
through its economic and political success, 
its right to a seat at the top table” 

David Cameron, British Conservative leader, in ( 


“Гуе been successful within the capitalist system; 
Who better qualified to criticise globalisation 
than somebody who flourishes within it?” 
George Soros, in F inicial Times 


“Sometimes it’s good to zig when everyone 
else zags” 
Les Hinton, Chairman, News International, on News launching 


a London freesheet amid an advertising downturn, in Guard 


“Being a woman, being foreign-born, 
you've got to be smarter than anyone else” 
Indra Nooyi, the recently-appointed CEO of PepsiCo b 


Ному does perfection 
become a masterpiece? 


The new Audi Q7. 
Vorsprung durch Technik. 


Island City Motors Private Limited 
Champion Seals Compound, 15-Parsi Panchayat Road, 
Andheri East, Mumbai 400 069, India 

Tel: 022 56292834 Email: info@audimumbai.com 


Audi design is never too much, and never too little. By 
boldly focusing on the essential, it opens up space for 
everything else: ideas, feelings, imagination. The Audi Q7 
unites the classic SUV features — rugged design, a high 


Euro Motors Private Limited 

26, Okhla Industrial Estate, Phase - 111 

New Delhi 110 020, India 

Tel: 011 41030306/7 Email: info@audidelhi.con 





Vorsprung durch Technik 


.. through attention їо detail. 


i P 4 \ 
eating position, off-road capabilities and practicality - ( 006) 


vith the high quality characteristic of Audi. With more 


јупатіѕт, more space and more comfort, the Audi Q7 


sets new standards among luxury SUVs 


Jubilant Enpro Private Limited Audi Call Centre 

Survey No. 6/1, Beratana Agrahara, Tel: 1800 11 2834 or 011 26153889 
15th K.M. Hosur Main Road, Bangalore 560 100, India Email: info@audi.co.in 

Tel: 080 57732607 Email: info@jubilant-audi.com 
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bt noted 


UNVEILED: By 
India’s Finance 
Minister P. Chidam- 
baram, an alterna- 
tive reform plan for 
the International 
Monetary Fund that 
revolves around giving countries vot- 
ing rights commensurate with their 
gross domestic product adjusted for 
purchasing power parity. 
Chidambaram's proposal is a respo- 
nse to a suggested reform of the IMF, 
put forward by its MD Rodrigo de 
Rato that would have increased the 
voting rights of China, Mexico, South 
Korea and Turkey (India was ex- 
cluded from this). 


ADDED: By India, 5.9 million mobile 
subscribers in August, the highest in the 
world (China did 5.19 million). At the 
end of August, India had 116.5 million 
mobile subscribers. This is the first 
time since the onset of cellular teleph- 
ony in India in 1994 that the country is 
adding more subscribers than China. 


PROPOSED: By the Indian govern- 
ment, a test centre that will test the 
products being sold in India by telecom 
equipment providers from countries 
such as China to check for what are 
called ‘back-doors’ in tech-lingo, that can 
help the company monitor networks, 





impact their performance, even bring 
them down should relations between 
India and their country of origin suffer. 


REVEALED: By German car major, 
BMW, its plans for the Indian market. 
By February 2007, the company's 
facility in Chennai will start rolling out 
3 Series models for the Indian market. 
By June, the plant will roll out 5 Series 
models as well. 


LAUNCHED: By Bangalore-based 
Biocon (Chairman 
and Managing 
Director, Kiran 
Mazumdar-Shaw, 
below), a biotech 
cancer drug, 
Biomab-EGFR. This 
is the first of eight drugs being worked on 
by Biocon and CIMAB, a Cuban firm. 
The two companies have an India-based 
joint venture, Biocon Biopharmaceuticals 
in which Biocon holds a 51 per cent 
stake and CIMAB, 49 per cent. 


APPOINTED: By Air Sahara, audit 
firm Ernst & Young to help restruc- 
ture its operations and frame a five-year 
strategy. Meanwhile, at the time of 
going to press, the Mumbai High Court 
had adjourned hearing an arbitration 
petition filed by Jet Airways over its 
failed deal to takeover rival Air Sahara. 


FDI: ‘INDIA NOT CATCHING UP WITH CHINA’ 


OWS INTO ASIA ($ BILLION 
В attracted 1 recor In Current $ Terms 2005 2006 2010 
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SHOOTING 





OOK CLOSELY AND YOU WILL FIND 
| >= cow bells hanging in a 
lot of homes. And if you ask, 
you'll find, more often than not, that 
these families have all travelled to 
Switzerland after seeing Yash Chopra's 
blockbuster Dilwaale Dulhaniya Ley 
Jayenge. Rakesh Roshan had the 
same effect on Indian tourists after he 
shot scenes of Kaho Na Pyaar Hai in 
New Zealand. 

Recognising the spin-off potential 
for tourism, the Finnish Tourism Board 
is making a second attempt at pro- 
moting the country as a destination for 
Bollywood films. The board is planning 
to invite a delegation of top Bollywood 
producers and directors to visit Finland 
and familiarise themselves with the 
country—reindeer sleighs, igloos, the 
midnight sun and a date with its 
most marketable citizen, Santa Claus. 

"The earlier attempt did not 
materialise in attracting Bollywood 
because the board wanted us to sug- 
gest the sops that we were looking 
for," says Bollywood producer Vashu 
Bhagnani, who was part of the dele- 
gation that visited Finland last year. 
"Places such as London have suc- 
ceeded in becoming favourites with 
Bollywood producers and directors 
because they have offered us sub- 
stantial sops for shooting at public 
locations," he says. 

SHIVANI LATH 
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SURGE IN CAPITAL FLOWS 
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Global financial market conditions remain very favourable. { 
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Emerging Asiat 00000 
Net private capital flows 





All figures in $ billion 

* Because of data limitations, "net other private capital flows" may include some official flows. 

e A minus sign indicates an increase. 

i The sum of the current account balance, net private capital flows, net official flows, and the change in reserves 
equals, with the opposite sign,the sum of the capital account and errors and omissions. 

@ Historical data have been revised, reflecting cumulative data revisions for Russia and the resolution of a 
number of data interpretation issues. 


3f Consists of developing Asia and the newly industrialised Asian economies. i 
D Excluding the effects of the recapitalisation of two large commercial banks in China with foreign reserves of \ 


the Bank of China ($45 billion), net private capital flows to emerging Asia їп 2003 were $108.5 billion while 


other private capital flows net to the region amounted to $36.2 billion. Source: МЕ 
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Divvying Up Daewoo 


After the Tatas, Videocon gets a piece of ће defunct chaebol. KRISHNA GOPALAN 


HERE'S NO STOPPING THE 

global ambitions of the 

Dhoots of Videocon on 

the consumer electron- 

ics stage. After buying 
out the colour picture tube (CPT) 
business of Thomson $А for Rs 
1,260 crore a little over a year ago, 
Chairman Venugopal Dhoot quickly 
followed up with the purchase of 
Electrolux's Indian subsidiary, 
Electrolux Kelvinator Limited (EKL) 
for Rs 330 crore. But the biggest 
bang on the acquisitions front came 
last fortnight, when a consortium 
led by Videocon Industries was 
named the *preferred bidder" to 
acquire a 97.5 stake in the ailing 
South Korea-based Daewoo 
Electronics. Dhoor's bid is reported 
to be in the vicinity of $700 million 
(Rs 3,230 crore). Woori Bank, one 
of Daewoo's leading creditors, 
named Videocon and RH] 
International, the holding company 
of us buyout fund Ripplewood, as 
the primary bidders for Daewoo. 
Videocon's bid was preferred over 
four other interested parties. “We 
have signed a non-disclosure agree- 
ment, and therefore I am not at lib- 
erty to talk about the deal," Dhoot 
told BT. А terse notice from 
Videocon Industries to the stock 
exchanges said that a consortium 
comprising itself and Кн] 
International has been named as the 
preferred bidder to acquire a con- 
trolling stake in Daewoo Electronics. 
The transaction, say company 


42 BUSINESS TODAY OCTOBER 8 2006 





Videocon's Dhoot: Pursuing integration via global acquisitions 


officials, should be complete by the 
end of the calendar year. 

Once it goes through, the deal 
will give Videocon a leg-up on three 


fronts: Global presence, product 
range and technology. "Yes, there is 
an advantage when you have a 
brand name like Daewoo, but the 
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manufacturing facilities that some- 
one like Daewoo offers is of more 
strategic importance,” says Harish 
Bijoor, CEO, Harish Bijoor Consults 
Inc. In terms of manufacturing fa- 
cilities, Daewoo has five factories in 
South Korea, apart from regional 
headquarters in Europe, the us and 
the Middle East. On the product 
portfolio front, it has offerings in 
established and emerging segments 
like high-definition televisions, dig- 
ital televisions, DVD players, 
recorders, home cinema systems, 
refrigerators, air conditioners and 
microwave ovens. According to 
Bijoor, the deal is good news for 
Videocon as it gives the Dhoots 
an extended global reach via a 
readymade and established distri- 
bution network. “It is not easy to 
have distribution and manufactur- 
ing facilities. On the distribution 
front, it is even tougher for an 
Indian company to set up a net- 
work in an overseas market,” 
he adds. 

The Thomson deal gave 
Videocon a place among the largest 
CPT manufacturers in the world. 
This meant it had manufacturing 
units in countries like Mexico, 
Poland and China, apart from R&D 
facilities. Arun Kejriwal, Director 
of the Mumbai-based KRIS Securities, 
thinks Dhoot is in an aggressive 
frame of mind. “The Daewoo deal 
will protect him very well against 
any kind of play. A business like 
consumer electronics is all about 
visibility and the more number of 
brands you have, the better it is,” he 
explains. The acquisition of Daewoo 
will also bring into Videocon’s fold 
research institutes located in Korea, 
France and Europe. This could pave 
the way for more product launches, 
which will help the Dhoots enhance 
their portfolio. The Thomson 
acquisition gave Videocon an 
opportunity to integrate backward, 
and once Daewoo is in the bag, the 
Indian company will become a fully- 
integrated consumer electronics 


player on the global stage, which in 
turn will help it ride the advantages 
of economies of scale and keep 
costs in check. 

Of course, the Dhoots will also 
need to focus on turning around 
Daewoo, which had a 94 billion 
won (Rs 470 crore) net loss in 2005 
on sales of 2.16 trillion won (Rs 
10,800 crore) But it’s clearly the 
assets worth 1.65 trillion won (Rs 
8,250 crore) that make the Korean 
consumer electronics giant attractive. 
The Daewoo Group went bank- 
rupt in 1999, and subsequently 


many parts of the Korean chaebol 
were put on the block. Tata 
Motors bagged Daewoo СУ a cou- 
ple of years ago, and has since 
successfully integrated it into its 
commercial vehicle business. The 
Dhoors look set to follow the same 
path, although Bijoor does sound 
a note of caution. *Global busi- 
nesses need to be managed with a 
global mindset. Most Indian com- 
panies are great at acquiring, but 
are terrible at managing." The 
Dhoots, for their part, would have 
some experience at both. 
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Instruments 
Of Alarm 


Don't ban participatory notes, 
just regulate them better. 


OR THE AMOUNT OF FOREIGN 
T aad greenbacks that 
come through this route—40 per 
cent on an average, reckon market 
pundits—participatory notes (PNs) 
ever so often keep coming under 
scrutiny. From M. Damodaran, 
Chairman, Securities and Exchange 
Board of India (SEB), to Y. V. Reddy, 
Governor, Reserve Bank of India 
(RB), regulators have shown their 
concern about the inflow of money 
coming into the country through 
PNs. Last month, the Tarapore Panel, 
in its proposals for full capital ac- 
count convertibility, even suggested 
phasing out these derivative instru- 
ments. What is it about PNs that 
spooks the regulating mandarins? 

PNs are instruments issued by 
registered ЕП brokerages in India to 
foreign funds (even hedge funds) 
or investors who are not registered 
with SEBI, but are interested in trad- 
ing in Indian securities. ЕП brokers 
buy and sell securities on behalf of 
their clients on their proprietary 
account and issue such notes in 
favour of such foreign investors. PNs 
are mostly used by hedge funds that 
are not welcome by SEBI and by non- 
resident Indians, who do not want to 
directly invest in Indian securities. 
SEBI'S worry is that the ultimate 
owner or beneficiary of PNs is not 
known as PNs are transferable. On a 
similar track, RBI feels the non-trans- 
parent nature of these instruments 
make them ideal money-laundering 
vehicles. The unstated fear of the 
regulators is that money belonging to 
Indian residents is being ‘round- 
tripped’ through the PN route. 

“The Fil regulation says that they 
(Fus) ought to give us monthly 
reports on who are the holders of 
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SEBI's Damodaran: Wary of PNs 


PN. They have all signed this regu- 
lation when they got this registra- 
tion, but some of them say we don't 
know because these are transfer- 
able instruments and at a point of 
time (we don't know) who is a 
holder, which isn't good enough," 
the sEBI Chairman told ВТ in a recent 
interview. Now that's a valid con- 
cern, but then are the transgres- 
sions so severe that they call for a 
ban on PNs? And what would that 
do to the bull run on the bourses, 
fuelled as it is almost entirely by 
foreign money? “The rise in ЕП 
flows through PNs has been in- 
creasing due to India being a 
favourite investment destination. 
The money coming into India 
through PNs is not completely hedge 
fund money; there are Fils whose 
registration is pending with SEBI 
who are taking this route,” says 
Gurunath Mudlapur, Managing 
Director, Atherstone Institute of 
Management. Since 2004, 446 new 
Fils have registered with SEBI to take 
the total to 963. 

Mudlapur's view is that a cer- 
tain element of misuse will always 
exist, and as long as checks and 
balances are in place to ensure 
that PNs are not abused on a large 
scale, there shouldn't be such a 
flutter about the instruments 
amongst the regulators. Speedy ЕП 
registration and stringent know- 
your-client (KYC) norms are more 
prudent than a blanket ban, he 
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concludes. Damodaran too indi- 
cated to BT that the issue isn't as 
simple to warrant an instant solu- 
tion. “I think all of us (SEBI, RBI 
and the Finance Ministry) together 
have to address this question of 
how we regulate effectively all those 
who are significant to the Indian 
market until such time when India 
becomes a market where anybody 
can come in and invest. There are 
concerns about (how much of Fil in- 
vestments are) ‘round tripping’. At 
the same time, why do you need to 
address the question of round-trip- 
ping when there could be an NRI sit- 
ting somewhere, who has legiti- 
mate money and wants to invest 
legitimately here can't. And he says 
if a foreigner can invest in the mar- 
ket why can't I invest in my moth- 
erland...There are no easy solu- 
tions." A ban isn't one of them. 
MAHESH NAYAK 





Fuel For 
Thought 


A crucial competitive bid in the 
power sector comes а cropper. 


T LOWEST TARIFF THAT GUJARAT 
recently received in a bid to pro- 
cure 1,000 Mw of power was Rs 
3.25 per unit. Bidders quoted up 
to as high as Rs 3.75 per unit. While 
this price matches the power pur- 
chase cost from new private sta- 
tions in Gujarat, it compares 
adversely when pitted against public 
sector units like National Thermal 
Power Corporation that produce 
power at as low as Rs 2 per unit. 

Ironically, this response came 
from two bidders, one of whom 
will procure coal at controlled rates 
from Coal India Ltd mines while 
another has a captive mine. 

The Gujarat government is now 
planning to seek fresh bids. This 
time around, the conditions are 
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likely to be different. Instead of 
seeking a single tariff, the state plans 
to bid out only one part of the tar- 
iff—that arising out of the cost of 
the power plant. It is planning to 
source fuel for the power plant, 
which constitutes the other part of 
the tariff. “We believe the bidders 
are making huge margins on the 
fuel component. Hence, we are 
planning to seek only the fixed 
cost,” says a senior official associated 
with the bid process. Whether it 
goes through with its plans or oth- 
erwise, the bid results are a reflection 
of the lack of deregulation in the 
fuel market in the country—free 
mining is not allowed. This reflects 
adversely on the power market since 
fuel constitutes over 50 per cent of 
the cost of power generation. 

The question then is: Will the 
Gujarat bids leave an imprint on 
the power sector? Bidders argue 
that it could since two large bids 
are expected in the market shortly, 
one each in Andhra Pradesh and 
Haryana. 

More importantly, if the Gujarat 
bids are anything to go by, the gov- 
ernment’s expectation of eliciting 
bids in the region of around Rs 2 
per unit for the ultra-mega projects 
might be belied. The first of the 
bids is expected to hit the market by 
the end of the year. 

Surely, the industry will not be 
enthused by the bid results, argue 
analysts. For it only reaffirms its 
faith in captive units, which often 
are not optimally efficient as they 
lack scales. Equally so, it also 
points to the need for a greater 
pace of reforms in the power sec- 
tor, where aggregate technical and 
commercial losses are in the region 
of 35 per cent, crippling the via- 
bility of the power generation and 
distribution businesses. 

The Gujarat bid result was a 
9/11 of sorts for the power sector, 
and not just because the bids were 
opened on September 11. 

BALAJI CHANDRAMOULI 
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The Price 
Of Freedom 


Higher premium or reduced 
cover? Maybe a bit of both. 


T'S UNHEARD OF FOR INSURERS TO 

cancel and renegotiate corporate 
group health insurance packages 
mid-way through the financial year. 
But that's exactly what the Indian 
general insurance sector is resorting 
to. “Some corporates had tailor- 
made group policies with features 
additional to the basic policies," 
says an Oriental Insurance Co. 
official. “These policies have clauses 
which allowed for cancellation or 
loading of premium if the policies 
start bleeding us,” he adds. 

The trigger for this burst of 
renegotiation is the impending 
detariffed regime in the general 
insurance sector, come January 1, 
2007. So far the health insurance 
business is being subsidised by the 
fat premia from the fire insurance 
covers. In pursuit of topline growth, 
insurance companies had aggres- 
sively bundled group health insur- 
ance as part of comprehensive in- 
surance plans for companies over 
the last few years. Now all this is 
poised to change. “Many of the 
current health covers on a stand- 
alone basis are simply unsustain- 
able,” says Rahul Aggarwal, Director 
with insurance broking firm Optima 
Risk Management Services. 

In detarrifed times, risk-related 
underwriting rises, which means 
that in the short term, insurers have 
two options: Either higher premium 
or reduced cover. The insurance 
industry expects a bit of both. 
Agarwal believes the premium will 
increase by at least 100 per cent 
though he does not expect a con- 
comitant decline in existing benefits. 

Insurance industry officials expect 
more segmentation in the kind of 
covers being extended. Cheaper 


covers restricted to critical illness of 
major body parts could be extended 
to the entire employee force, with 
add-on benefits being given selec- 
tively depending on additional cost 
and perceived benefits. Bare-bones 
health policies or the introduction of 
sub-limits on room rents and medi- 
cine costs could also keep insurance 
costs down. “Corporates could also 
review covers for dependents, pre- 
existing illnesses and maternity,” 
says Kartik Jain, Head (Marketing), 
ICICI Lombard. These categories 
often lead to high claim ratios. 





Health insurance: Well covered? 


*Health portfolios need to be 
considered in totality for the emp- 
loyees only. In case there are 
additions outside the corporate 
group, requisite underwriting rules 
and scales will get applied," says 
Ajit Narayan, MD & CEO, IFFCO- 
TOKIO General Insurance. Simply 
put, these additional covers may 
come at additional cost. A natural 
corollary, according to Wockhardt 
Hospitals CEO Vishal Bali, is a grad- 
ing of hospitals on the basis of 
infrastructure, technology and exp- 
ertise that would lead to more stan- 
dard pricing practices in the medium 
term. “Detariffing would provide 
an impetus for a more structured 
healthcare system.” An unintended 
benefit, but a worthwhile one. 

SHALINI S. DAGAR 
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Fossilised 
State 


Full-fledged reforms in the 
coal sector are needed fast. 


F THERE'S ONE INFRASTRUCTURE 
Los that is begging for reforms, 
it's coal. Plagued by controlled pric- 
ing, near monopoly public sector 
operations and, worse, serious entry 
barriers to private sector participa- 
tion, the lack of progress has 
ensured penetration of expensive 
fuels, like LNG, in the country. The 
government, constrained by its Left 
allies’ opposition to complete 


12k Revisited 


deregulation, is in the process of 
infusing policy initiatives to enhance 
the efficiency of mining operations, 
given that the public sector Coal 
India is inefficient to the extent of 
20-30 per cent. 

At present, private sector par- 
ticipation is allowed to the extent of 
captive mining for the power, fer- 
tiliser and steel sectors. This end-use 
based restriction is itself a sub- 
optimal choice since mining is a 
specialised activity and a non-min- 
ing end-user (a power or steel com- 
pany) is forced to pump capital 
and maintain a minimum 26 per 
cent stake in a (mining) business 
where it has simply no expertise. 


Despite a more cheery outlook, the upside looks limited. 


EN GLOBAL INVESTING 

gurus start talking about oil 
prices coming back into the $40 
(Rs 1,880) per barrel range—from 
recent highs of $78.40 (Rs 
3,685)—it's time for even the most 
sceptical of investors to feel bullish. 
What makes the picture even pret- 
tier in India is a revision in GDP 
growth by Citigroup from 7.6 per 
cent to 8.3 per cent. Result? The 
30-share benchmark index, the 
Sensex, breaches the 12,000 bar- 
rier, a mark it had first crossed in 
April 20, 2006, before the markets 
tanked in mid-May. The subse- 
quent rise from 8,800 to 12,000 
has been on the back of low vol- 
umes and feeble participation by 
foreign institutional investors (Fils). 
“In the short term, the market 

is like a weighing scale, whose 
swings are controlled by stocks 
and cash," says Nilesh Shah, сю, 
Prudential ICICI Mutual Fund, 
who agrees the recovery has been 
fast as well as on low volumes. 
“The market has recovered on 
buying (delivery volumes) worth 
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Rs 6,000-7,000 crore, as against 
the earlier Rs 30,000 crore when 
the index rose between 9,000- 
12,000 levels,” says Shah. 

At the Sensex’s lifetime peak of 
12,671.11 registered on May 11, 
2006, there were huge leveraged 
positions, which eventually 
resulted in the sharp correction 
that followed. What's more at that 
time, oil prices were hovering at 
$75 (Rs 3,525) per barrel, and 
interest rates suddenly spiked in 
key global market. The scenario on 
both those fronts has improved, 
yet market men aren't convinced 
that the market will hold on at 
the current levels. Says Amit Rathi, 
Director, Anand Rathi Securities, 
“There is no conviction in the 
market. In the short-term the mar- 
kets have rallied following the fall 
in crude oil prices. Still, there isn't 
a clear picture in the global mar- 
ket. Shah says the Sensex's valua- 
tion based on current year's earn- 
ings is a bit stretched. 12k is fine, as 
long as it lasts. 

MAHESH NAYAK 





Coal sector: Just dig up reforms 


Further, since the prices of power 
grade coal, accounting for 80 per 
cent of the current production, are 
controlled, mining companies are 
not particularly attracted to the 
domestic market. 

Against this backdrop, the gov- 
ernment is planning to allow leas- 
ing of mines entirely to mining 
companies on the condition that 
the latter have contracts with a 
power company or a fertiliser com- 
pany or a steel company. *We 
have sought the legal opinion on 
this matter from the Law Ministry 
and they are agreeable to the pro- 
posal. We are in the process of 
taking a decision," says a top coal 
ministry official. 

So, will this lead to an explosion 
of foreign mining companies 
entering the sector? Not really, 
argue analysts. For, the key to 
attracting private sector mining in 
droves lies in offering large mines to 
the private sector, so that they reap 
the benefit of scale. However, since 
the miner will require to link up 
with a particular power developer, 
this objective is defeated given the 
fragile state of the power sector to- 
day, where private developers are at 
best comfortable developing projects 
that generate 500 Mw, no more. 

The only company that is right 
now into large-scale mining is 
National Thermal Power 
Corporation (NTPC). The power 
major is developing a 15-million- 
tonne mine, enough to fuel 3,000 
MW of power. Rather than adopting 
the joint venture route, NTPC has 
decided to keep a 100 per cent 
stake in the mining company. 

BALAJI CHANDRAMOULI 
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You Are In 
Queue... 


Now it's B.K. Modi's Spice 
Telecom's turn to think pan-India. 


HE RUSH TO KICK OFF PAN-INDIA 
Т operations via GSM tech- 
nology is gaining momentum. А 
couple of months ago, it was the АУ 
Birla group's Idea Cellular that 
announced plans to go up to 23 
circles, up from its current nine. 
More recently, Reliance Comm- 
unications, which operates in 21 
circles largely via the CDMA route, 
reportedly applied to the Depart- 
ment of Telecommunications for 
additional GsM spectrum to operate 


mobile networks in 14 circles (it 
currently has GSM operations in 
seven circles). And last fortnight, 
Spice Telecom too joined the pan- 
India party, with its application for 
licences (via a unified access service) 
in 21 more circles, in addition to its 
operations in Punjab and Karnataka. 
As of today, Bharti is the only truly 
pan-India player with a presence 
in all of the country's 23 mobile 
circles. Reliance and BSNL are present 
in 21 circles (BSNL is absent in 
Mumbai and Delhi, where MTNL is 
the operator), whilst Hutch is 
present in 16. 

Spice Telecom, in which Tele- 
kom Malaysia holds a 49 per cent 
stake and the Modi group-owned 
MCorpGlobal the rest, currently 
has a subscriber base of 2.15 million 


Kolkata Without Chaos? 


The eastern metro may just get a much-needed facelift. 


AN YOU IMAGINE KOLKATA 

without its traffic snarls? If 
the plans of the Kolkata Municipal 
Corporation (KMC) do pan out, 
the 316-year-old city might just 
get the facelift it so badly needs. 
Under mounting pressure from 
international funding agencies, 
including Uk’s Department for 
International Development (DFID), 
КМС is now reassessing the existing 
urban fabric of the city and land- 
use pattern in various zones, from 
roads and sewerage to parks and 
buildings. The city will soon have 
its first comprehensive integrated 
town plan, which is expected to 
trigger urban renewal even as it 
controls haphazard growth. The 
city civic body has commissioned 
the town planning department of 
Bengal Engineering and Science 
University (BESU) to draw up a 
plan for development of areas 
under KMC’s jurisdiction. The aim 
is to harmonise development ini- 
tiatives in different parts of the 
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Kolkata traffic: Red signal 





city with a set of new rules for 
emerging urban growth areas, 
says Sibabrata Halder, who heads 
the eight-member BESU team of 
town planners. The main objective 
of this initiative is to cut chaos 
and correct existing disorder by 
chalking out a development 
roadmap for the city. Kolkata 
without chaos may be unimagin- 
able but doubtless welcome. 
RITWIK MUKHERJEE 





Spice's B.K. Modi: Spreading wings 


and is the #3 player after Airtel 
and Hutch in Punjab and Karnataka 
combined. The operator will invest 
$2.5 billion (Rs 11,750 crore) over 
the next three years to expand its 
footprint. The Modis hope to raise 
$250-300 million (Rs 1,175-1,410 
crore) via an initial public offering 
(IPO) and another $300 million via a 
follow-up issue. The rest of the 
money, says Vice Chairman and 
President Dilip Modi, will come 
from multiple routes such as debt, 
vendor financing and internal acc- 
ruals. Modi insists that the exist- 
ing shareholding structure will not 
be disturbed, as both partners will 
dilute an equal stake via the IPO. 
Financing the expansion won't 
be walk in the park (Modi refuses 
to put a number on the internal 
accruals), but there are many more 
uncertainties Spice will have to 
grapple with. Plenty, for instance, 
depends on the government grant- 
ing licences to the company. And 
with eight other operators already 
in the fray in the GSM segment, 
there is the perennial problem of 
spectrum availability. The gov- 
ernment is in talks with defence 
forces to vacate the 75 MHz spec- 
trum they have. But so far there is 
no clarity on the mechanism of 
release of the spectrum and com- 
pensation to be paid for it. Modi is 
hopeful. *Out of the spectrum 
that defence is expected to vacate, 
20 MHz is in the 1,800 MHz band 
(required for GSM operations) and 
the government is evolving a 
method to make it available," he 
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timken.com/india. 


— 


Bearings * Steel * Precision Components * Lubrication * Seals 
* Remanufacture and Repair * Industrial Services 
Bangalore: 91-80-28521109 | Delhi: 91-11-26850180 | Kolkata: 91-33-22810231 


| Pune: 91-20-25511856 | Jamshedpur: 91-657-2210293 Where You Turn 
www.timken.com 


Timken? is the registered trademark of The Timken Company (NYSE: TKR) 


Grab hold of th 
Before the year 


\ 


Я! 


"Best Design of the Year 2006" - asc Top Gear | “No. 1 in Customer Sa 


Na 
|. 
TN) 


gr CactiKiad hy guarar Т" CN aed BS Metacton 





з 
У 
5 
Г 
i 
4 
N 
Е 
Q 
> 
& 
S 
Е 
S 
4 
5 
Ф 
o 
= 
~ 
© 
5 
5 
N 
I 








UA ар т 





~ 


? 
E 
E 
i 
1 
" 


жери: Шы 


ze apy ал АГАР ЭШ 


i)" 7 E р E 


says. As far as the number of ope- 
rators are concerned, he explains, 
"There is about 20 MHz in the 800 
band, another 25 MHz in the 1,800 
band, and 75 Muz in the 1,800 
band. This is sufficient to accom- 
modate eight to 10 operators." 
Moreover, he says there is a will- 
ingness on the part of the govern- 
ment to let more players into the 
GSM segment. Sure enough, the 
government is eyeing a (telecom) 
subscriber base of 500 million by 
2010, up from the current 164 
million. 

Meantime, Spice plans to 
leverage its position of being the 
only GSM operator in the country 
offering its own brand of mobile 
handsets. The company plans to 
build a retail chain, which will 
have “Spice touch points” to “fac- 
ilitate customer and brand inter- 
action”. It has currently 20-25 
such stores in Delhi. “Our objec- 
tive is to have 1,000 stores in next 
three years,” Modi says. 

SHALEEN AGRAWAL 


Going In At 
Deep End 


Global tech giants are 
upbeat on Indian engineers. 


OR MNC TECHNOLOGY GIANTS 
Е as Yahoo, Google, Adobe 
and Microsoft, India is fast evolving 
into much more than a software 
services and support centre, with 
their R&D centres being entrusted 
with the complete development of 
products. Yahoo, storage major EMC 
with its Virtuasa product line (and its 
recently acquired company RSA 
Security) as well as Adobe with 
PageMaker 7 and Captive 2.0 seem 
to have successfully proven that their 
Indian centres and Indian engineers 
can indeed move up the value chain. 
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“Our centre has played a critical role 
in the development of products across 
business divisions and one-fourth of 
our engineers were closely involved 
with the development of Windows 
Vista," says Srini Koppolu, Managing 
Director, Microsoft India 
Development Center (МІС). While 
other MNCs may have begun their 
India operations with smaller and 
less critical support and maintenance 
operations, MSIDC trod a different, 









path focussing almost solely on prod- 
ucts from the get-go. 

There are others following down 
the same road. RSA Security, for exa- 
mple, has just opened its centre in 
Bangalore and says it will under- 
take complete product development 
from here. “The Bangalore Develop- 
ment Centre will take on full life 
cycle product development for pro- 
ducts where expertise and talent can 
be drawn from the local pool. We 
will focus on RSA Security’s Identity 
and Access Management product 
lines, specifically, Access Management 
and Identity Federation offerings,” 
says Niranjan Maka, Head 
(Bangalore Development Centre), 
RSA Security. For Naresh Gupta, 
Managing Director, Adobe India, 
building products from scratch is 
nothing new in his 12-year stint, 
having supervised and participated in 
the development of PageMaker and 
Captive products. Adobe India has 
also been entrusted with being the 
global development headquarters for 
the Classic Imaging and Printing busi- 
ness it inherited when it acquired 
Macromedia. “Indian engineers have 
proven their capabilities in core prod- 
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uct development successfully at 
Adobe and this has led to a rapid 
ramp up,” says Gupta. 

The initial success of product 
development from India has att- 
racted its fair share of plaudits, esp- 
ecially from the worldwide CEOS of 
these companies. “We are delighted 
with the progress of our India cen- 
tre,” Joe Tucci, CEO of the $12 bil- 
lion (Rs 56,400 crore) EMC, said 
recently, as he went on to announce 








a doubling of the $250 million (Rs 
1,175 crore) investment and 1,200 
headcount in the country. “I think 
Indian engineers have quickly bro- 
ken the myth that they are only 
qualified to undertake services proj- 
ects and have quickly transitioned to 
complete product development. We 
have transitioned several product 
lines to our India centre already 
and there's no reason why Flickr 
(the popular photo-sharing appli- 
cation) can't be developed out of 
here," says Pete Dumer, Chief 
Product Officer at Yahoo's India 
R&D Centre who recently hosted 
the portal's founder David Filo. 
German enterprise software giant 
SAP has already made its India ops 
(SAP Labs) the largest R&D presence 
outside its home base. *There is no 
question we will continue to expand 
our operations here. The question is 
how quickly we can move product 
lines to India and get infrastruc- 
ture ready," Peter Zencke, Member 
of the Executive Board and 
President (Research and 
Breakthrough Innovation) had told 
BT оп a recent visit. 

RAHUL SACHITANAND 
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Free, But 
Not Cheap 


The TMT sector is 
attracting global buyers. 


VEN AS A RASH OF INDIAN COMPA- 

nies begins to gobble up busi- 
nesses in the developed markets of 
Europe and the us, a number of 
transnational majors are quietly ret- 
urning the compliment. With gro- 
wth in Europe turning anaemic and 
us being a matured market, most 





Capgemini bought out Unilever's 
business process outsourcing off- 
shoot, Indigo. А few months ago, 
another Us IT giant EDS picked up 52 
per cent in MphasiS BFL for $380 
million (Rs 1,748 crore). And two 
telecom giants from Malaysia, Maxis 
and Telekom Malaysia have bought 
into two domestic cellular opera- 
tions, Aircel and Spice Commun- 
ications, respectively (Vodafone and 
Singapore Telecom are also part- 
ners in Sunil Mittal's Bharti Tele). 
Of the total inbound and pri- 
vate equity investment of $8.9 billion 
(Rs 41,830 crore) so far in 2006, the 


VIVAN MEHRA 





global companies have little choice 
but to eye markets like India where 
the demographics are compelling, 
and purchasing power is rising. 
Those who aren't here already can 
ill-afford to waste time testing the 
waters and putting up greenfield 
operations. Rather, judicious acqui- 
sitions are a better bet. Over the 
past few months, the TMT (technol- 
ogy, media and telecom) space has 
witnessed hectic activity, with a 
number of international telecom, 
entertainment and rr majors gob- 
bling up Indian companies, or at 
least significant stakes in them. Last 
month, Walt Disney earmarked 
$44.5 million (Rs 209 crore) to acq- 
uire a 100 per cent stake in the kids 
channel, Hungama, and another 
14.9 per cent in television software 
producer, иту. More recently, the 
US-headquartered IT services giant 


56 BUSINESS TODAY OCTOBER # 2006 


Jerry Rao 





TMT sector accounts for $3 billion 
(Rs 14,100 crore). $. Subramanian, 
Head (Capital Markets), Enam 
Financial Consultants, points out 
that the global interest in Indian 
companies is across sectors, but 
agrees there’s a rise in activity in 
the TMT space. “That’s because it’s an 
easy target compared to other sec- 
tors, as there are many private equity 
players who hold stakes in compa- 
nies from these industries. For ins- 
tance, the majority holding EDs 
snapped up in MphasiS BFL was ear- 
lier held by Baring Private Equity 
Partners, along with other investors 
including Jerry Rao. “The acquisition 
of MphasiS BFL was crucial for EDS,” 
says Gaurav Deepak, Executive Vice 
President, Avendus (an investment 
bank). “EDS needs the presence bec- 
ause most of its global competition, 
mainly IBM and Accenture, is well- 


entrenched in India." And the global 
IT majors need to perfect the Indian 
delivery model if they have to be 
competitive against the Infosys’ and 
Wipros of India. “India is the new 
kid on the block,” gushes Rohit 
Kapur, Executive Director (Advisory) 
& Head (Corporate Finance), KPMG, 
who proffers another reason for the 
M&A burst in TMT. “TMT sectors 
depend a lot more on connectivity 
and the infrastructure is in place, 
hence there is less reluctance to do 
inbound deals,” explains Kapur. 

From domestic industry’s point of 
view, there couldn’t be a better time 
to cash out what with valuations 
parked in rich territory. What's more, 
the demand-supply mismatch in sec- 
tors like rr and rr-enabled services 
(ITES) means that acquisition pre- 
mium being coughed up by foreign 
companies is on the rise. This is ref- 
lected in the steadily increasing values 
of transactions. For the first eight 
months of 2006, the average deal 
size for inbound deals in the rr & ITES 
sector has surged to $71 million (Rs 
327 crore) from $53 million (Rs 
239 crore) in the corresponding per- 
iod of the previous year. Between 
January and August 2006, there have 
been 11 inbound M&a deals in the rr 
and ITES sector, valued at $784 mil- 
lion (Rs 3,606 crore). Says Aditya 
Sanghi, Country Head (Investment 
Banking), YES Bank: “Valuations are 
not going to subside. Foreign com- 
panies will have to pay a high pre- 
mium for their Indian counterparts as 
India is no more just a low-cost out- 
sourcing hub; it’s also a huge pot- 
ential market for MNCs.” For ins- 
tance, the wireless telecom subscriber 
base in India is growing at 45-50 
per cent annually. That’s why Maxis 
shelled out $800 million (Rs 3,760 
crore) for a 74 per cent stake in 
Aircel (Telekom Malaysia bought 
49 per cent in Spice Telecom for 
$179 million or Rs 841 crore). 

To be sure, there’s plenty of act- 
ion taking place in a slew of other 
sectors. Cement is one that’s been 
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witnessing hectic activity, with 
Heidelberg of Germany buying out 
Mysore Cement, and Holcim of 
Switzerland buying into ACC and 
Gujarat Ambuja. Pharma too is exp- 
ected to witness many more deals on 
the lines of Mylan Labs' acquisition 
of the Hyderabad-based Matrix, 
where domestic manufacturing fac- 
ilities are the value-addition being 
sought by Big Pharma. *Going ahead 
the action for inbound M&A will 
be seen in sectors like rr & ITES, 
auto components, retail, financial 
services, real estate and pharma," 
says Kapur. Clearly, it's boom time 
back home,.even for promoters 
looking to cash out. 

MAHESH NAYAK 


Rising Tide, 
Sunk Boat 


LML is sick in an industry 
growing in double digits. 


F AN INDUSTRY CANTERED AT A 15 
Lb cent growth rate in 2005-06, 
conventional wisdom would sug- 
gest the players that make up the 
sector should be in fine fettle. Not 
quite. Not LML, which last fortnight 
put itself at the doorstep of the 
Board for Industrial & Financial 
Reconstruction. This follows a com- 
plete erosion of the company's net 
worth. That the company was in 


China Tech Town 


The central kingdom's Kolkata connection is revived. 





Bengal Housing's Bagchi: Scaling up 


OLKATA, WHICH IS FAMOUS FOR 

its China Town—home to a 
few thousand ethnic Chinese—is 
now set to have its own China 
Hi-tech Zone as well. Two Chin- 
ese firms, SunWoh International 
and Nanjing Hi-tech Zone, are in 
the process of creating world-class 
infrastructure in the Rajarhat area 
on the eastern fringes of the city. 
Chinese companies in the biotech- 
nology, nanotechnology, rrES (IT- 
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enabled services) and the hardware 
sectors will set up operations here. 
At least six Chinese hardware gia- 
nts are expected to commence 
activities at the new facility, which 
is expected to be ready by 2008. 
The two Chinese infrastructure 
builders have teamed up with a 
local realty company, Bengal 
Peerless Housing Development 
Company Ltd, to put up this 
Rs 400 crore project on a 12-acre 
space. SunWoh and Nanjing are 
coughing up Rs 19 crore each 
whilst the rest will be put in by the 

Kolkata-based realty developer. 
In a reciprocal gesture, Nanjing 
Hi-tech Zone has offered over 
two lakh sq. ft space to the Kolk- 
ata-based company for setting up 
a Centre of Excellence at Nanjing, 
which will house Indian rr and 
ITES companies, an area where the 
Chinese are perceived to be weak 
players. *This will be an ideal mar- 
riage," says Kumar Shankar 
i, Managing Director, Bengal 

Peerless Housing Development. 
RITWIK MUKHERJEE 


trouble became apparent when it 
did not declare its financial results 
for the year ended March 2006. 
According to details on the NSE 
website, the company’s loss for the 
first quarter of the current year— 
ended June 30—was Rs 13 crore. 
The loss for 2005-06—if the fig- 
ures for the four quarters are added 
—is a little over Rs 88 crore. 
Revenues for 2005-06 add up to 
Rs 322 crore. 

Indeed, it’s been a long, diffi- 
cult road for the promoters of LML, 
who hold a shade over 32 per cent 
in the company. After its break-up 
with Italian scooter major Piaggio in 
the late 90s, the company has tried 
a host of things. It got into a tech- 
nical collaboration with South 
Korea’s Daelim to manufacture 
motorcycles, but that didn’t set the 
Ganges on fire. Last year the 
Kanpur-based company completed 
a financial restructuring exercise 
that reduced the debt on its bal- 
ance to about a third, to Rs 108 
crore. The company also raised 
fresh funds when it issued shares 
and convertible bonds to overseas 
investors which included large play- 
ers like Credit Suisse First Boston. 

Just when it seemed as if things 
were getting better, the workers at 
LML’s Kanpur factory declared a 
lockout in March. The notice to the 
stock exchanges says it was the long- 
drawn out lockout of the two 
wheeler operations, coupled with 
an uncertain short-term profitability 
picture, that contributed to LML 
going sick. Managing Director 
Deepak Singhania was not available 
for comment. V.K. Sharma, Head 
(Research), Anagram Stock Broking, 
says a takeover is the best option 
for LML. Media reports suggest a 
Chinese and an Italian company are 
looking at LML’s operations. But as 
Sharma says: “There is not much 
hope for investors since this (an acq- 
uisition) is likely to be a time-con- 
suming and painful exercise.” 

KRISHNA GOPALAN 
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On The 
Waterfront 


A clutch of companies is 
betting big on shipbuilding. 


ILL A FEW YEARS AGO, JAPAN WAS 
Tk world’s largest shipbuilder, 
In 2004, Korea climbed to the top, 
with the large shipyards of Hyundai 
Heavy Industries, Daewoo 
Shipbuilding and Samsung Heavy 
Industries contributing 40 per cent 
of the industry’s share in that coun- 
try. Two years later, China burst 
onto the scene with the avowed 
ambition of emerging the largest 
shipbuilder by 2015. It plans to get 
there by setting up the world’s 
largest yard south of Shanghai for 
$4 billion (Rs 18,800 crore). 

So, what chance would you give 
India of breaking into the global 
shipbuilding club, when three coun- 
tries (Korea, Japan and China) con- 
trol roughly 86 per cent of the mar- 
ket? None at all, you would be 
tempted to answer. After all, the 
major shipyards in the country are 
all state-owned (seven in all), 
uncompetitive vis-à-vis global bench- 
marks and losing money hand over 
fist. In short, they haven't been able 
to take advantage of the global opp- 
ortunity on the shipbuilding front 
(Hindustan Shipyard, for instance, 
makes more money from ship-rep- 
air than building). Unsurprisingly 
Indian shipbuilders have a meagre 
0.35 per cent marker share of the 
world industry, estimated at $20 
billion (Rs 94,000 crore). 

Now a clutch of Indian compa- 
nies is attempting to put India on 
the world shipbuilding map—albeit 
іп a small way-—buoyed perhaps 
by a February 2005 draft maritime 
policy that rather grandiosely out- 
lines the ambition of making India a 
global force to reckon with. Whilst 
the government has plans to set up 
two global size shipbuilding yards 
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Vizag Shipyard: Global opportunity beckons Indian shipyards 


THE GREAT INDIAN BOAT SHOW | 


It's never too late to set sail. 


AYER PROPI 


on the east and west coasts in pub- 
lic-private partnerships, the private 
sector projects are on a smaller size 
and scale. The draft National 
Maritime Development Policy 
(NMDP) proposes duty-free import of 
all equipment to be fitted in ships 
built at Indian yards, long term sub- 
sidy support of 20-30 years (the 
current back-ended 30 per cent sub- 
sidy for export of vessels longer 
than 80 metres ends in August 
2007), steps to ensure availability of 
indigenous steel for all Indian ship- 
yards, encouraging ancillary units to 
support ship repairs and ship con- 
struction (without strong ancillary 
back up, the shipbuilding and ship 
repair will not be able to generate 
employment and compete with 
global shipyards) and giving psu 
shipyards the freedom to device 
their own procedures for procure- 
ment and make them comparable 
with the private sector. 

The much-touted public-private 
parmerships haven’t yet materialised, 
but companies like Larsen & Toubro 





(L&T), ABG Shipyard, Bharati 
Shipyard and the P.K. Ruia and 
Adani groups have announced inv- 
estments in shipbuilding facilities 
which total over Rs 5,500 crore (see 
The Great Indian Boat Show). Such 
an outlay is of course small beer 
when compared with the Chinese, 
but a beginning has been made. L&T 
will invest upwards of Rs 500 crore 
in phase I, extending up to Rs 2,000 
crore by 2015, in a new yard which 
will build high technology and 
automated commercial vessels. M.V. 
Kotwal, Full-time Director and 
Senior Executive Vice President, 
Heavy Engineering, L&T, says the 
company is evaluating three sites 
(across the east and west coast) for 
the new yard. The P.K. Ruia group 
has plans to invest Rs 2,000 crore in 
the first phase in a shipyard at the 
Kolkata port “as soon as the land is 
allotted,” says Ruia. The group plans 
to build vessels with capacities of 
60,000-80,000 dead weight tonnage 
(DWT). Among the existing players, 
АВС Shipyard will spend Rs 400 crore 
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on a second yard in Dahej to build 
ships of 120,000 pwr, whilst Bharati 
is investing Rs 450 crore to build 
60,000 pwr ships in Mangalore. 

These ambitions are doubtless 
steps in the right direction. Yet, 
uncertainty persists with regard to 
the policy, which hasn't moved bey- 
ond its draft status. Crucial to the 
industry's prospects is the proposed 
subsidy, although you may wonder 
why a country with a vast coast- 
line, and low-cost as well as skilled 
manpower needs to depend on gov- 
ernment largesse. But as a research 
report from IL&FS observes: “India’s 
advantage in labour costs is largely 
offset by the purchase of compo- 
nents from abroad. The Japanese 
shipbuilding industry gets 97.8 per 
, cent of ship components from 
domestic plants. Although the ship 
component industry in Korea is rel- 
atively young, it caters to 80 per 
cent of its domestic needs. India has 
an immature ship components ind- 
ustry and therefore has to import 
nearly 80 per cent of ship compo- 
nents from Europe, Japan and the 
Korea annually." A key requirement 
for the industry is competitively- 
priced steel. L&T’s Kotwal feels the 
government has to create a structure 
to incentivise steel producers to pro- 
duce for the shipbuilding industry. 
He adds that “it is just not possible 
for any country to sustain the ind- 
ustry without subsidy or support.” 
Sure enough, the Japanese, Korean 
and Chinese governments have sup- 
ported their shipbuilders with sub- 
stantial subsidies. Even in the us, it 
was former President Bill Clinton’s 
national shipbuilding initiative that 
helped the industry achieve a 
turnaround in the mid-1990s. 

In the long run, Indtan compa- 
nies will also need to develop skills 
to design their own ships. Currently 
designs are purchased from over- 
seas. Indian shipbuilders have a 
long way to go, but the good news 
is that they’ve at last set sail. 

SHIVANI LATH 
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Semlndia: 
Hype & After 


If you can't afford to make 
chips, just test them. 

OR WHAT WAS TOUTED AS THE 
B single investment for 
decades to come in the hardware 
sector seve 








en months ago, the actual 
kick-off hasn't quite matched the 


initial hype. SemIndia, a consor- 
tium created to set up a $3 billion 
(Rs 14,100 crore) silicon chip man- 
ufacturing facility near Hyderabad 
in two phases by 2010, is going 
to start with a rather trifling in- 
vesrment of $100 million. “We 
will begin with the back-end,” says 
Vinod Agarwal, a Silicon Valley 
researcher-turned-entrepreneur and 
the CEO of Semlndia. What this 
essentially means is that the com- 
pany is not to begin work on the 
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fab facility to make the chips. 
Instead, what will come up first is 
a facility to test them. 

The reason for this dramatic 
scale-down is that the fab project is 
linked to the government taking 
an equity stake (in the region of 25 
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Semindia's Agarwal: Testing times 


to 30 per cent) and for that it will 
have to have first a policy in place. 
Predictably the policy is still be- 
ing debated and there is as yet no 
clarity on it. Explains Agarwal: 
*On June 7 when the foundation 
stone for the project was laid, we 
were given the impression that in a 
month from then a policy would 
be announced." With the test and 
assembly facility, he adds: *Our 
key message is that of a commit- 
ment to the project and that, 
independent of the policy, our 
investors are taking a chance and 
going ahead with this. It is a 
smaller project and our investors 
are willing to take that risk." 
What Agarwal is only clear 


about at the moment is that in a 
year from now (by next August) 
the test and assembly line or the 
ATMP (assembly, testing, marking— 
of the brand—and packing) facility, 
as it is called, will be up and run- 
ning. Alongside, SemIndia, he says, 
has been working parallely with 
*anybody and everybody that has 
anything to do with fab" so that an 
ecosystem for a such a facility could 
be put in place. So far, it has ann- 
ounced three partnerships. One, 
with Advanced Micro Devices 
(AMD), a leading global semicon- 
ductor company covering manu- 
facturing, technology licensing and 
business development activities in 
India. AMD is to supply the tech- 
nology. Then, it has a two-part 
tie-up with Flextronics, one in 
which the electronics products 
maker is an investor, and the other 
in which Flextronics will source 
chips from SemIndia. And finally, 
there is an agreement with BOC 
(Base Oxygen Corporation) Gases, 
a supplier of specialised industrial 
gases. Any fab needs gases (which 
could be as simple as nitrogen and 
oxygen) and BOC is to set up a 
major facility within the fab city to 
generate those gases. 

“Typically, in the business of 
fab there are close to 200 suppli- 
ers and today we are in touch 
with most of them," says Agarwal, 
who feels BOC, with its announce- 
ment of putting in $27 million 
(about Rs 126.9 crore) investment 
in fabcity is a major endorsement 
of the project and goes beyond 
the ATMP facility. 

Meantime, unconfirmed reports 
suggest there is little agreement 
within the government on the con- 
tours of the policy. The finance 
ministry is said to have its reserva- 
tions on the exact nature of 
incentives and on the technology— 
argued to be obsolete—that the 
project is to get from AMD. Agarwal 
says all of this is pure media spec- 
ulation. As far as technology is 


concerned, he says, "there are no 
two ways about it and that the 
technology being got, from AMD, is 
the best. On the issue of govern 
ment stake, those tracking the proj- 
ect say any stake less than 25 per 
cent could well make the project 
unviable, at least for its foreign 
investors. Evidently, Agarwal can- 
not afford to let the chips fall 
where they may! 

E. KUMAR SHARMA 





Psst. ..Looking 
for a Buyout? 


India's biggest cross-border 
deals are thanks to PE firms. 


UESTION: WHAT WOULD Bf 

common between the recent 
outbound acquisitions made by Tata 
Tea, United Phosphorus, Tata Coffee, 
Ranbaxy Labs, Suzlon Energy, Dr 
Reddy's Labs, and Tata Chemcials? 
Well, besides being mega-deals— 
three of them are worth over $500 
million (Rs 2,350 crore)—Aall the sell- 
ers were willing private equity (PE) 
funds. In the most recent deal, Tata 
Tea bought out TSG Consumer 
Partners’ 30 per cent stake in Energy 
Brands for $677 million (Rs 3,182 
crore). Similarly Ranbaxy bought 
out Terapia from Advent 
International and Suzlon purchased 
Hansen Transmissions from Allianz 
Capital partners (see The РІ 
Connection). Interestingly, of the 
eight companies that acquired over 
seas targets between December 2005 
and August 2006 by buying out stakes 
of PE investors, three of the acquirers 
belong to the Tata group. But if India 
Inc is homing in on the PE fraternity, 
it’s simply because PE investors are 
easier targets (than the target com- 
panies themselves) and natural sellers. 
Says Aditya Sanghi, Country Head- 
Investment Banking, YES Bank: “The 
trend is emerging to acquire com- 
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panies owned by private equity play- 
ers, as it's easier to do a deal because 
they don't have any emotional 
attachment to the business. As long as 
you manage to give them a decent 
return, they are willing to exit." 

There are other reasons too for 
taking the PE route. As Sanghi puts it: 
"Unlike inbound acquisition, there 
are many unknowns in a cross-border 
deal, such as regulatory approvals. As 
an entrepreneur you would not want 
to take on these challenges. 
Therefore, to avoid such hassle cor- 
porates are acquiring through the PE 
route." That's because the onus of 
putting the processes in place lies 
with the PE investor. *Apart from 
cleaning the balance sheet, 
operationally they are benchmarked 
to the best practices, which is a com- 
fort factor for an acquirer." 

The largest proportion of out- 
bound acquisitions via private equity 
has been in Europe, which accounted 
for over 67 per cent of the total 
deal value of $3.96 billion (between 
January and June). *Many family 
businesses that have been acquired by 
PE investors are in Europe; therefore 
we are witnessing higher cross-bor- 
der deals in Europe. Once their (the 
PE investors) investment horizon 
and targets are achieved they move 
on by selling their investments," 
explains Rohit Kapur, Executive 
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TORS IN 29 COMPANIES IN 

dia, venture capital firm. 
Sequoia Capital India (formerly - 
WestBridge Capital Partners, before 
its merger with Sequoia Capital) 
has closed a $400 million (Rs 1,880 
crore) India dedicated fund (the — 
third in India) to invest in later 
stage and growth capital opportu- 
nities across sectors in India. “As a 
part of Sequoia, we realised that the 
firm in the us had some great suc- 
cesses in the later stage opportuni- 
ties. We are hoping to try the same 
model here in India by backing 
well-established companies,” says 


Director-Advisory & Head- 
Corporate Finance, KPMG. 

Back home, meantime, few PE 
firms have reached an exit stage; 
rather, they’re on an aggressive buy- 
ing spree. Firms like KKR (Kohlberg 
Kravis Roberts & Co), which rec- 
ently bought Flextronics, Warburg 
Pincus, and Actis to name just a hand- 
ful, are busy gobbling up stakes in (if 
not entire) Indian companies. For PE 
investors, entries and exits are two 
sides of the same coin, and it won't 
be long before companies—Indian 
and foreign—begin eyeing their 
chunky stakes in Indian businesses. 

MAHESH NAYAK 
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The fragmented pharma 
retailing is the next big thing. 


IS A NEW PRESCRIPTION THAT ANIL 
Ambani is discussing with the 
country's chemists. The talks that 
the Reliance-Anil Dhirubhai Ambani 
Group (R-ADAG) is said to be having 
with the All India Organisation of 
Chemists and Druggists (AIOCD) could 
well end up creating a unique na- 
tionwide pharmacy distribution set- 
up. His plan, going by talks in the 
market, is to make a foray into this 
space by forming a joint venture 
company with the AIOCD, which has 
a widespread network of a little over 
five lakh pharma retail outlets in 
the country (when contacted R-ADAG 
officials did not comment). 

But then, as it appears, Ambani is 
not alone in seeing an opportunity 
here. “It is not just Reliance, we are 
also talking to others (including some 
banks). Three out of five (which in- 
clude another Indian corporate and 
an MNC) have expressed interest in 
forming a joint venture with us," 
says J.S. Shinde, general secretary, 
AIOCD and president, Maharashtra 
State Chemists & Druggists 
Association. *We are actively con- 
sidering all these proposals, and 
should be able to come up with a fi- 
nal decision by the end of October." 

Whatever the outcome, there is 
little doubt that retail pharmacy is in- 
creasingly attracting serious attention 
from some of the big names of the 
corporate world. Apart from 
Reliance, there is Kishore Biyani's 
Future Group that is entering this 
sector, as is Lifeken. Medicine 
Shoppe flagged off operations a few 
years ago, and the Apollo Hospitals 
group has been in this area for the 
past 10 years. Emerging firms, like 
Care Hospital of Hyderabad, also 
have aggressive plans in this space. 
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In early August, Pantaloon Retail 
India, a part of the Future Group, 
and Manipal Health Systems, a part 
of the south India-based Manipal 
Group, signed a memorandum of 
understanding (MoU) to form a 50:50 
joint venture. The Bangalore-head- 
quartered JV will operate pharmacies 
(selling medical products) and pro- 
vide medical services across the coun- 
try under the ‘Manipal Cure & Care’ 
retail brand. The initial investment is 
pegged at Rs 10 crore. 

Apollo, for its part, already has 
350 outlets (only retail and not 
including those attached to its hos- 
pitals) and has plans to have in place 


Organised pharma retail: Consumers will benefit from lower costs 


1,500 in all in three years. “We will 
also be open to making acquisitions 
provided we get the right fit and in 
regions where we are planning to 
expand," says Shobhana Kamineni, 
Director (Procurement), Apollo 
Hospitals Group." 

All of this is happening in market 
that is highly complex and frag- 
mented. According to AIOCD's 
Shinde, there are about 4.5 lakh 
pharma retailers in the country and 
about 1 lakh stockists/ sub-stockists 
and distributors. The domestic 
pharma retail market, he says, is to- 
day valued at close to Rs 50,000 
crore and could well double in the 


next five years. 

Shinde sees consolidation hap- 
pening going forward. "In the next 5 
to 6 years, about 30-35 per cent of 
smaller players will get eliminated." 

Today about a dozen known 
players operate in the country and 
only a handful (two or three major 
chains) will remain by 2011. His 
entity, he argues, will of course con- 
tinue, as it has the advantage of a 
huge network and reach (even into 
rural areas). 

But why this sudden interest by 
the biggies? Explains Kasi Raju, vice 
president (corporate affairs and busi- 
ness development), Care Hospital: 





*After FMCG, food and entertain- 
ment, pharma retailing could well be 
the next big hope in retail." He 
expects the market share of org- 
anised (branded) retail to pick up 
rapidly as patients benefit from red- 
uced costs—via bulk purchasing and 
fewer inefficiencies in the supply 
chain—and consistent quality. So, 
who will survive? Says Raju, *At the 
moment, different models are being 
tried out and perhaps in the next 
three to five years there will be clear 
and visible signs of some sort of 
consolidation happening in this 
space." 

E. KUMAR SHARMA 
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Do Readership Studies 
Do Justice To Magazines? 


By Lynn de Souza 


HE NATIONAL READERSHIP 

Survey, 2006 was released a 

fortnight ago. Once again, it 
has shown a fall in the reach of 
magazines in India, from 9 per cent 
to 8 per cent of all adults, while 
every other mass medium has reg- 
istered an increase. The second 
round of the Indian Readership 
Survey will also be released soon. 
Expect similar results. 

Indeed, the Indian Readership 
Survey (IRS) reports a loss of 14.3 
million magazine readers between 
2000 and 2005, a fall of 12 per 
cent. Among the worst sufferers are 
the English magazines. In 2000, 32 million Indians read 
English magazines; today only 26 million do. That's an 
18 per cent drop. 

Do these figures truly represent reality, when, every 
other month, a new international glossy hits the market? 
New titles for women, business, interiors, advertising, au- 
tomotive, construction, travel—the list is specialised 
and long. Surely, they all have readers. Unfortunately, 
studies like the NRS and the IRS are just no longer de- 
signed to do justice to the way magazines are now 
read, and the kind of people who read them. 

For the most part, neither does the INS (Indian 
Newspaper Society), or the АВС (Audit Bureau of 
Circulations), both of which are geared to cater more 
to newspapers. In 2000, the INS had 284 magazine 
members; that is now down to 274. Likewise, 29 
English magazines subscribed to the ABC in 2000, that 
is now drastically down to just 13, at a time when this 
category has shown tremendous growth in advertising 
revenue (up from Rs 2,378 crore to Rs 6,508 crore for 
the same period, at card rates). 

Clearly, therefore, advertisers continue to use mag- 
azines extensively, despite the lack of figures to support 
them. Magazine publishers have been highly responsive 
to the demand for innovative advertising layouts, often 
throwing open their front covers to the not-so-hidden 
persuaders. Editorial plugs and spreads, and promotional 
offers, gifts and discounts, have all helped magazines stay 
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afloat financially and secure readers. 
Sponsorships, tie-ups, and partner- 
ships with on ground events have 
helped magazines obtain content as 
well as revenue. 

Wouldn't it be great, therefore, 
if there were real useable measures 
available to the media planner to 
help decide on magazine selection 
and evaluate post campaign per- 
formance? Most of the titles are 
not measured by either of the read- 
ership studies, being too ‘niche’ to 
qualify, and most of them also do 
not conform to the stringent audit 
norms of the ABC in order to get a 
certified circulation. 

There is growing trend in the UK and other stronger 
print markets to invest in industry sponsored studies that 
supplement the broad readership measures provided by 
the national readership studies. These studies place a 
greater emphasis on sampling people from higher 
socio-economic groups. Lower circulation cut-offs are 
allowed. Measures of the quality of reading are also 
introduced—preferred pages and content, time spent, 
and indeed some go so far as to attempt measuring 
advertising return on investment (ROI) per page. 

Audience accumulation is something that is rapidly 
gaining preference over simple average issue readership. 
Newspapers have a limited life. Magazines on the 
other hand tend to pick up only 60 per cent or less of 
their readership during the actual life of the issue. 
The rest is picked up over time even as newer issues hit 
the stands. A masthead and recall based measurement 
technology such as that used by the IRS and the NRS does 
not pick up accumulated audiences well enough. 

If the magazine industry in India can come together 
to set up and support industry level readership and 
engagement measures, it will not be a day too soon. 
Otherwise, we will all have to continue to live with 
depressing figures of 20 per cent fall in readership 
when the reality may be quite the opposite, and base our 
selection of titles more on gut than evidence. m 

The author is Director of Media Services, Lintas India 
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BARELY HALF-PAST-NINE ON A RECENT SATURDAY MORNING, BUT 
the second floor hall at India Corporate Centre at Mohan 
Cooperative Complex in Okhla near Faridabad is bursting at 
the seams. Packing the hall are 120-odd, starry-eyed entre- 
preneurs and professionals, almost all of them in their late 20s 
or early 30s, who've sacrificed their weekend morning to meet, 
listen to and woo people they hope to become one day: Successful professionals-turned-entrepreneurs, 
who have demonstrated that in New India anyone can hit the big times, as long as you have a good 
plan, lots of patience and perseverance and, of course, some venture capital. Speaking at the half- 
day, The Indus Enterprise (TiE)-sponsored mentoring session are (mostly) poster boys of middle-class 
success: Former Spectramind founder and СЕО, Raman Roy, who having made his millions, now 
runs Quattro BPO Solutions, which intends to buy and invest in firms in this space; Alok Mittal, an 
пт Delhi-grad, who co-founded JobsAhead.com that was later bought by Monster.com, but now 
heads venture firm Canaan Partners in India; Saurabh Srivastava, a tech entrepreneur and eminence 
grise, who runs a seed-stage vc fund called Infinity, besides investing and mentoring personally as 
part of a “Band of Angels" group; and Ranjit Shastri, a 
former McKinsey and Bain consultant, who is a direc- 
tor at KPO, SmartAnalyst, which recently raised $3.75 mil- 
lion in a third-round funding from Edison Venture 
Funds and Milestone Venture Partners. 

Fortunately, for the motley gaggle of entrepreneur- 
wannabes, there's record venture capital, or early stage 
money, pouring into the country. According to a recent 
Evalueserve report (it's a research and analytics firm), 
more than 44 Us-based vcs are now "seeking to invest 
heavily in start-ups and early-stage companies in India". 
These firms, the report reveals, plan to raise $100 mil- 
lion (Rs 470 crore) a pop, or a staggering $4.4 billion (Rs 20,680 crore) collectively. That may be 
too much money for a market like India, but start-ups aren't complaining. 

Competition will result in one good thing: the vcs will want to look beyond rr and rres, which 
until 2003 accounted for almost half of all (private equity) investment. Alok Aggarwal, Chairman 
of Evalueserve and the report's author, makes an interesting observation: “Given that a typical start- 
up in India would require $9 million during the first three years ($3 million a year), and assuming 
that the start-up, in fact, survives for three years, investing $2.2 billion (of $4.4 billion that may even- 
tually get raised, as per the report) during 2007-2010 would imply investing in 150 to 180 start- 
ups every year during this period...(This) would simply not be possible if the vcs continue to focus 
on their current favourite sectors." 

Aggarwal's got a point and vcs agree. Unlike until recently, the early-stage investors are willing 
to back ideas that seek to tap India's burgeoning consumer markets. That means, suddenly, a 
wide variety of sectors now look promising. Says Avnish Bajaj, former co-founder of Baazee.com who 
has recently joined Us-based vc, Matrix Partners, as part 
of its India team: *We are very happy to deal with con- 
sumer services as the theme, especially businesses where 
the revenue is derived from the end consumer, and India 
has to be the big market." That's not to say traditional 
favourites such as IT and rrES, and internet (all of which 
play on India's competitive advantage) won't get funded. 
Far from it, they are still red hot for most vcs. The differ- „ше , 
ence is, India as a consumer market has been recognised. BT OriSutTiel 
spoke to a variety of new and old vcs to find out the 10 sec- within india 
tors they are most bullish about and why. Take a look: 
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bt cover story 


Clean Energy 


HINK CLEAN AND GREEN IS TOO 
Ts for the vc? You couldn't be 

more wrong. With energy 
prices soaring and environmental 
standards getting tougher, thou- 
sands of new opportunities are 
emerging. That means everything 
from simple recycling to energy- 
efficient technologies to eco- 
friendly building materials to bio-fuels to wind energy to 
eco-tourism. According to World Bank estimates, India's 
potential energy efficiency market alone is estimated at 
more than $3 billion (Rs 14,100 crore). And you'll be sur- 
prised at how much is already happening in this area. 

Take the case of New Ventures India, a three-way 
partnership between the Washington, D.C.-based World 
Resources Institute, СП and USAID. Launched late last 
year, New Ventures India intends to help entrepreneurs 
in areas of clean and green technologies and services 
get their business plans in place and raise funds. Under a 
business plan competition, entries for which closed end 
of this July, cit received 60 proposals, of which it has 
shortlisted 10, being the most viable. These will be 
showcased to a group of vcs and banks on November 2 
and 3 at Mumbai's Taj Lands End, where $4-million 
worth of potential funding will be up for grabs. Says 
Subrata Ray, cir's counsellor in charge of the programme: 
"People earlier thought that clean and green was a risky 
investment proposition, but now they are clear that it's the 
order of the day." 

Some vcs in India like Matrix and Baring Private 
Equity are willing to look at this sector, but a large 
number of others are still a bit hesitant. But you can expect 
a change of heart soon: vcs on Sandhill Road, Silicon 
Valley's venture capital hub, have already latched onto 
alternative energy (solar, wind, etc.) as the next big 
thing, and last year investment was up 34 per cent to $739 
million. Given that almost 95 per cent of venture capital 
comes from abroad, the India vcs will soon be chasing 
everything clean and green. 





VIVAN MEHRA 


Rahul Bhasin 


"There's.a chronic 
shortage of power 
in the country, 

So things like 
green energy have 
to have a market’ 
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How to Pitch to VCs 





Here are five things you need to keep 
in mind before you pitch your 
business plan to a VC. 


Pick your VC carefully: Not all VCs are equal. 
There are specialised funds by industry and 
deal size (very early, early stage, etc). A good 
thing to do is to draw up a universe of VCs and 
then research their investment portfolios and gen- 
eral partners (the VC fund managers), and see 
if you can get a reference from one of their 
investee companies or associates. 


Focus on the business plan: Your business 
idea is what the VC is interested in. Anticipate 
the VC's concerns and address them in your 
presentation. Make sure you have all the relevant 
numbers (addressable market size, expected 
rate of growth, likely margins). Show conviction 
in your business idea; if you aren't fully sold on 
it, there's no chance the VC will buy it. 


Keep it simple: The surest way of cheesing a VC 
off is to make your presentation too long and too 
complicated. A 10-page, crisp and to-the-point 
presentation is better than a 50-page one. 
Highlight the most important parts of your pres- 
entation (uniqueness of the idea, quick scale-up 
potential, ready and growing market), and 
encourage them to ask questions. Where pos- 
sible, show samples of work already done. 


Put together a team: Here's a secret: VCs don't 
really bet on ideas, but teams. If you have a great 
team in place that has the domain knowledge, 
industry experience and the advantage of having 
worked together earlier, VCs will most likely 
fund you. In fact, some VCs will even suggest a 
better venture idea if yours doesn't seem to 
fly. The logic: A good team reduces the risks that 
a start-up usually faces. And good teams are the 
hardest to find. 


Try again: Yahoo turned down an offer to buy 
Google in its infancy. Yahoo may be kicking itself 
now, but the point: That's how hard it is to get 
people to put money behind untested and untried 
ideas. It's likely that your idea will be rejected by 
quite a few VCs before it finally finds an investor. 
Don't be disheartened; learn from the rejec- 
tions and make a better pitch the next time. 


— Pa — 
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AN YOU MAKE MONEY 
КО India's most 

poor? Vinod Khosla, one 
of Silicon Valley's best-known 
vcs, thinks you can. In March 
this year, Khosla, who co-founded Sun Microsystems 
and turned vc at KPCB, but now runs Khosla Ventures 
that funds small, but breakthrough initiatives, was 
one of the investors who put in Rs 11 crore in 
Hyderabad-based sks Microfinance. (His share was Rs 
2.1 crore). The firm, which uses modern information 
technology to disburse micro credit, will use the 
money to increase its customer base from 2 lakh to 7 
lakh by end of this financial year. But let's be clear 
about one thing: This is no charity. This is a highly 
profitable business, so much so that there are allegations 
of usury against some lenders, especially in Andhra 
Pradesh. The demand for microfinance in the country 
is estimated at Rs 50,000 crore a year, and 80 per cent 
of it is currently met by the informal sector. So, 
obviously, there's plenty of room for organised players 








Healthcare 


covers everything from 

niche healthcare services 
like testing and diagnostic labs 
to contract research organisa- 
tions (CROs) to telemedicine. 
Once again, this is a sector where India has a huge cost 
advantage over developed countries like the us. Big 
Pharma, for instance, spends almost a billion dollars on 
new drug development, and guess where most of the 
money is sunk? In phases one to three of clinical trials; 
they suck up more than a quarter of the drug devel- 
opment spend. Do clinical trials in India, and you 
can cut your bills by almost half. Same goes for research 
and everything else in the healthcare value chain. 

Some of the vc deals so far have tended to focus on 
healthcare services with an IT aspect to it. For example, 
US-based Artiman Ventures has picked up a stake in 
Pune-based BioImagene that provides image analysis 
solutions to pathologists. Similarly, Sequoia has an 
investment in Strand Life Sciences (formerly Strand 
Genomics), which develops high-end rr solutions for 
biotech and pharma companies. More recently, Gujarat 
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Microfinance/Financial Services 


like SKS and SHARE Micro Finance. All that is required 
is for the current uncertainty in the industry to blow 
over. Says Khosla: *Compared to bio-fuels, which is an- 
other area of my current interest, I have found mi- 
crofinance to be more viable." 

Then, there are related opportunities. How about 
organising pension benefits for domestic help via 
their employers? It's no flight of fancy, but a pet 
project of Baring's Rahul Bhasin. How will it work? 
Each employer will agree to contribute Rs 200 a 
month for 30-40 years and the money, only to be paid 
back end of the tenure, will be invested in equity. 
"Most savvy investors earn a 50 per cent return on 
equity investment every year, why shouldn't our 
domestic help earn the same?" asks Bhasin. Of course, 
he's willing to put money behind anyone who can 
make this work. Another unique financial services 
idea (incidentally, also funded by Baring) is Parsec 
Interact. Although incorporated in the Us, it's a 
Gurgaon-based BPO that telemarkets mortgages to, 
among others, new Indian emigrants in the us. 





Venture Fund Ltd has invested Rs 2 crore in Celestial 
Biologics, an Ahmedabad-based firm that intends to use 
the money to set up a plasma fractionation plant. In 
fact, there seems to be a lot of interest in the biotech 
space from state-owned funds. For instance, Kitven (a 
Karnataka government tech fund) is setting up a sec- 
ond with Rs 50 crore in capital that will also invest in 
biotech start-ups. Says Saurabh Srivastava, an angel 
investor and Chairman of Infinity Technology 
Investments: *There's a clear cost advantage in India, 
but I think there's a lot of value also to be tapped in 
terms of niche life science services and products." 
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Deciphering VC-speak 





Hospitality 


If you are going to pitch to a VC, 


OT TOO MANY PEOPLI better speak his language. 
№ it, but early 

August, private Term sheet: This is a document that outlines 
equity giant Warburg how much and under what circumstances 
Pincus picked up a 27 per the VC is going to lend you. It will also 
cent stake for Rs 70 crore mention pre-conditions that need to be met 
in Patu Keswani-pro- before the investment is completed. A word 
moted Red Fox Hotels, of caution: A term sheet is usually not legally 
a low-budget hospitality binding, and is only a precursor to 
chain. Warburg can't be investment document. 





called a vc by any stretch 


: Series A, B, C...: These refer to rounds of 
of imagination (although 


funding. Usually, the size of investment 


the size of the investment is well within the reach of, if not increases with every new round of funding. 

one, two VCs), but it points to an important trend: The 

Indian hospitality industry is booming and as more Seed capital: This is the money that helps 

money comes into it, there will be a demand for products a company get started. It is usually used to 

and services aimed at the industry. (А New York-based develop a proof of concept. 

hedge fund, Hayground Cove, has also raised $100 mil- Early stage capital: That's the next stage 

lion on the London Stock Exchange s AIM, and will use when the company needs to ramp up a little 

that money to buy hotels in India.) bit. And growth capital is what you get when 
The Band of Angels, a group of entrepreneurs-turned- your company is already cruising, but needs 

angels, for instance, has funded a company called a dose of high octane to rev up. 

Knowcross. What does Knowcross do? Founded by for- mg ) 

mer Antfactory partner, Nikhil Nath, Knowcross is a soft- Carried interest: Also known as carry, it 


refers to the bonus the fund managers will 
earn, provided their investment hits a certain 
return target. 


ware solutions provider for the hospitality industry. Its 
product, Triton, is a one-touch service system that is 
used by hotels such as the Hyatt and the Oberoi. There 


are other related services that aren't as capital intensive as Pay to play: This is you telling the VC to 
setting up a hotel (which, obviously, vcs can't fund), participate in any future rounds of funding 
but can ride on the back of the industry. Training, con- or live with a dilution in his equity stake. 


vention management, food technology are just some of the 
areas where it is possible for a service provider to step in 
and create scale. Entrepreneur wannabes may not have to 
wait too long for a УС to come along. Studio Venture 


Ratchets: It's an arrangement that allows 
management shareholders to increase their 
stake if the company performs better than 


Partners, a New York-based offshore fund that man- expected. 
ages capital on behalf of more than 12 investors, launched Tag along: It's a provision that ensures if 
its India operations in July this year. Although it has a rel- one investor or founder has an opportunity 
atively modest fund of $50 million, it is keen on enter- to sell his shares, the other shareholders also 
tainment, hospitality and real state. Besides, it's completely get to do so. 
focussed on Asia. 
Alok Mittal Rahul Khanna 
Canaan Parcni Clearstone Venture Partners 
"Some internet ке "Media & 
companies in India "^ entertainment has 
don't have a vision a lot of growth 
for the next level. potential, because : 
That's where we à it's a relatively : 
come in" ? young business" 7 
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Education 


HAT'S THE SINGLE-BIGGEST 

investment, both emo- 

tional and monetary, that 
Middle-class India makes in its 
children? Education. Ín a coun- 
try where professional quali- 
fication i is a sure ticket out of poverty, (quality) edu- 
cation is a big market. Already, India spends a stag- 
gering $3 billion (Rs 14,100 crore) on educating its 
children abroad—that's equal to 40 per cent of FDI rec- 
eived by India last year. What drives Indian students 
abroad? The fact that education in India is in the 
vice-like grip of the government, which has the final 
say on everything from admissions to syllabi to grants. 
Nothing wrong, except that the system is sclerotic and 
in complete disarray. As a result, there are just a 
handful of world-class institutes (the trs and the 
IIMs), that too from the point of view of student 
selection and not research or original work. “ can roll 
out coffee shops, but not schools,” says Baring’s 
Rahul Bhasin, pointing to the absurdity of the situation. 


Ү 2009, THE INDIAN 
B industry 

alone could be worth Rs 
30,000 crore in revenues. 
| Movies, television, radio, live 
| events and production are all 
` segments where many new 
businesses could get funded. Over the recent years, a 
lot of private equity or PE money has gone into this 
; industry (almost all the big television channels have got 
ре funded, besides film distributors like Shringar). 
But there's more money coming in. Henderson 
Partners, a UK-based private equity investor, is said to 
be raising $700 million for India, and will invest in 
media & entertainment, among others. Sure, 
Henderson's investments will be much larger than 
that of a VC, but the point is different. As India's 
fragmented entertainment industry consolidates, it 
> will be easier for small businesses in this space to 
take off. Says Infinity's Srivastava, who himself has in- 
vested in movie production: *The universe is wide and 
the talent pool hüge. You can invest in everything from 
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But with more than 20. million children being 
born in India every year, there's obviously a big 
market for education. More than a third of India's pop- 
ulation is 15 years old or less. Assuming an absurdly 
conservative annual spend of Rs 100 per child, that's 
Rs 3,000 crore a year. Not ‘surprisingly, vcs expect this 
to emerge as a major opportunity. Forget about pri- 
mary and higher education, where government reg- 
ulations discourage private funding, there’s plenty 
of room in between. For instance, coaching and train- 
ing. Career Launcher, a training and preparatory 
school, has been funded by Intel Capital. IT training 
and tutoring are also promising from a VC perspective. 
TutorVista, a Bangalore-based start-up that tutors 
American kids online, received $2 million in investment 
from Sequoia Capital India. Add content creation 
and prep schools, which can be venture funded, the 
market becomes very big. John Doerr, Silicon Valley's 
fabled vc, already runs a NewSchools Ventures that 
mixes venture funding with charity. But in India, ed- 
ucation can be run as a successful commercial venture. 





Media & Entertainment 


animation to pre-production work to distribution 
across cable, internet and mobile." 

Srivastava isn't exaggerating. There has been a 
flurry of deals already in entertainment. Late last 
year, an IL&FS fund invested nearly $7 million in 
Chennai-based Prasad Corporation that does pre- 
and post-production work. Another Chennai-based 
firm, Real Image, which focuses on digital entertain- 
ment technology, got funded by Intel Capital in May 
this year (the size of the investment has not been dis- 
closed.) Intel Capital is already an investor in Ketan 
Mehta-promoted Maya Entertainment, an animation 
and visual effects studio based in Mumbai. Incumbent 
media companies, too, are looking to fund niche ven- 
tures. TV18, for instance, announced plans of setting up 
a Rs 50-crore media fund. Says Rahul Khanna, Partner, 
Clearstone Venture Partners: “Media & entertain- 
ment is a sector with a lot of growth potential, simply 
because it’s a relatively young business.” Clearstone, 
which appointed Khanna in August to oversee India 
investments, will be investing out of a $200-million 
global fund, half of which has already been invested. 
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EN IT COMES TO THE INTERNET, 

most VCs seem to be following a 
simple logic. *There are several 
successful internet businesses in the 


Internet 
West that aren't yet present in India," 


@ says Alok Mittal of Canaan Partners. “1 


think it is reasonable to expect that at least three or four 
companies in the top 20 of each internet segment such as 
online commerce, social networking, payments and per- 
sonal finance should have a market in India too." Some 
others are a little more cautious. “Theoretically, there is 
a concept arbitrage,” says Avnish Bajaj of Matrix Partners, 
*but is the dynamics of the Indian internet market the 
same as in the Us? І am not sure.” Part of the problem, of 
course, is that the internet user base in the country is 
small: 50 million at last count. But there is no denying the 
fact that the subscriber base is growing, and once broad- 
band becomes more prevalent and popular, the market 
may simply explode. As mentioned earlier, entertainment 
(movies and games) over the internet may take off, and 
allow more sophisticated advertising. Currently, internet 
advertising is estimated at a little over Rs 100 crore. 
The big bet, however, is on internet-based consumer 
services. А lot of money, for instance, has gone into 
travel portals. Ram Shriram of Sherpalo Ventures (now 
merged with Kleiner Perkins) invested in Cleartrip.com 
in June this year; Sequoia has acquired a stake in 
Travelguru, Gabriel Venture Partners in 
MakeMyTrip.com and Norwest Venture Partners (along- 
side TV18 and Reliance Capital) in Yatra Online. But 
there are other categories getting VC money. Matrimonial 
websites (BharatMatrimony and Shaadi.com), jobs 
(Naukri.com, where Sherpalo is an investor, and 
Jobstreet.com), and portals (Times Internet, where 
Sequoia is an investor) are some popular segments. The 
deals will get more interesting as the much-anticipated 
Web 2.0 era dawns in India. *You have to realise that 
some internet companies in India don't have a vision for 
the next level and, therefore, don't realise they need 
money," says Mittal. *That's where we come in." 





Although based in 
the US, Shriram 


has managed to 
cherry pick dotcom 


companies in India, 
including Naukri 
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Mobile 


EARD ОЕ BUBBLE 
Hos Chances are 
you haven't. But the Шу 

guys at Sequoia did and they 2 

thought the firm was onto a 8 in 
good thing. Like what? Like 

short voice SMS. Called Bubble Talk, the applica- 
tion could open up an entirely new segment in 
mobile services—one reason why Sequoia agreed 
to put in $10 million. Although the company is 
headquartered in Singapore, it is Indian-founded 
(Sunil Coushik and Venu Sriperumal). Airtel 
launched Bubble Talk in Pune early September on 
a trial basis. Given that 100 million text mes- 
sages are exchanged across India every day, Bubble 
Talk (it costs 75 paise for a Bubble message up to 
29-second long) has a fair chance of becoming a 
killer app. 

To come to the point, mobile is a huge 
opportunity, especially seen in the context of 3G 
(third generation) wireless services, which will push 
data with as much ease as voice to the 115 million 
users in India today. In fact, most VCs see it as an 
extension of the internet because it will soon allow 
everything that the internet currently does: News, 
entertainment, commerce and search. In July this 
year, Sherpalo and KPCB invested about $5 mil- 
lion in Mumbai-based mobile commerce provider 
Paymate and a month later Ashish Gupta's Helion 
Venture put $2.2 million in a similar company 
called JiGrahak. Then, there are others like iMimobile 
(developer of value-added services platform; in- 
vestment: $10 million; investor: Pequot Ventures), 
Mauj Telecom (games developer; $10 million; 
Sequoia & Intel Capital) and Nazara (mobile en- 
tertainment; $1.5 million, Sequoia) who've re- 
ceived venture capital in the recent past. Vinod 
Dham (of Pentium fame) is eyeing mobile too. He 
has joined hands with New Enterprise Associates 
(and Vani Kola) to invest in mobile start-ups. 
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” Another quality product 
from Mahindra. 


In our 60th year we pledge to continue doing what we 
have been doing for many years; supporting the educatior 
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doing for the underprivileged citizens of our country 

In fact, every single Mahindra employee is encouraged to 
contribute his or her time, and skills to help better ou 
society. It's just our way of thanking a country that has 
given us so much, for 60 years 
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Infotech 


IS IS A NO-BRAINER. IT 
continues to be India's 
^ biggest success story. It not 
only has critical mass, but also 
a vibrant eco-system—at least, in the area of IT services, 
product testing, and chip design and development. But 
don't expect VCs to get excited about businesses that 
take established technologies or players head on. 
Start-ups most likely to get funded will be in rr sweet- 
spots. For example, products, applications or services 
aimed at, say, the retail industry or network secu- 
rity. In December last year, Pune-based Persistent 
Systems received $18.8 million from Norwest Venture 
Partners and Gabriel Venture Partners ($13.8 mil- 
lion and $5 million, respectively). What's hot about 
Persistent? It's an outsourced software product 
development company that has been growing at a 
CAGR of more than 60 per cent over the last three years. 
Norwest decided to invest after it heard good things 
about Persistent from its portfolio companies. 

And there's no indication that the УС appetite for 
IT companies is declining. Tholons Inc., an invest- 








ment and advisory firm launched by former СЕО of 
Neorr Avinash Vashistha, has sewed up a $200-million 
fund to invest in small and medium rr firms valued 
$15-20 million. Companies that focus on generating 
their own products also make attractive investments for 
vcs. Something like Bangalore-based Ilantus 
Technologies, which offers identity management sol- 
utions (to heighten network security). Earlier this 
month, IntelCapital picked up a stake in it. “Innovation 
and growth in some technology-powered sectors in 
India is truly impressive," says Ashish Gupta of Helion. 
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ITES 


N CASE YOU DIDN'T REALISE, 
| 10 hot sectors are listed 

in reverse order. So that 
makes rr-enabled service (ITES) 
sector the hottest of them all. 
Surprised? Don't be. It's a booming industry with 
relatively low risks compared to the others. And as the 
shift towards knowledge process outsourcing (KPO) 
takes place from voice-based telemarketing work, the 
potential value that the industry can derive from 
global markets will only soar. *There's huge traction 
in BPOs," says Raman Roy, former founder of 
Spectramind and current Chairman of Quattro BPO 
Solutions. *There's tremendous scope in high-end 
BPOs, there's too much money chasing them, and vcs 
are struggling to invest." 

Not surprising at all. Compared to voice work, 
which fetches between $6 and $9 per seat per hour, 
KPO work such as research and analytics can com- 
mand $16-26 per seat per hour (see India Calling, Still 
on page 117). Clearly, that's what excited Edison 
Venture Fund and Milestone Venture Partners about 
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SmartAnalyst, a Manu Bammi and Ranjit Shastri- 
founded company that does outsourced custom 
research and analytics. Mid-September, the two firms 
invested $3.75 million in a third round of funding. 
Integreon, Tracmail and Slashsupport are some other 
KPOs/BPOs that have been (re)funded. “As of now, I 
haven't seen any KPO/BPO offer a packaged service 
that a customer can accept it as it is," say Helion's 
Gupta, hinting at the innovations that are yet to come 
in the industry. Throw in high-end work like telera- 
diology and engineering services, there's plenty to 
be excited about this industry. 

It won't be all offshored work, though. Many 
experts believe that the domestic outsourcing market is 
set to take off as well. Although the cost advantage may 
not be significant for an India-based company, it will be 
important from a strategic sense: It will free up the com- 
pany to focus on issues that are more critical to its com- 
petitiveness. In fact, a NASSCOM-IDG study reveals that 
the market for domestic outsourcing could touch Rs 
6,608 crore by 2008. Says Roy: "There's so much 
potential, money will chase good ideas." 8 
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WE ARE YOUR COMPLETE 


MEETINGS’ DESTINATION 


Strategically located between North and South 
Mumbai, Grand Hyatt Mumbai includes 547 luxurious 
guestrooms and suites; Grand Club, the hotel's 





executive floors, offers exclusive privileges and 
amenities to guests; logistically convenient meeting 
and exhibition spaces; and 147 serviced apartments. 
In addition, there are four innovative restaurants, which 
serve authentic Indian and international cuisine; a 
gourmet store; a bar; extensive fitness, spa and 
beauty treatment facilities; a jogging track along a 
plush lawn, adjacent to outdoor sport facilities 
including tennis and volleyball; and a multilevel 
shopping plaza, which houses a range of local and 
international brands. 


Grand Hyatt Mumbai is the city's premiere destination 
for all types of Meetings, Incentives, Conventions and 
Exhibitions (MICE). 
Grand events and 
functions are 
executed with 
unmatched style, 
elegance and 
attention to detail. 
The complex offers 
over 30,000 square 
feet / 2,790 square 
metres of 
sophisticated 


and outdoor conference and exhibition 


indoor 
amongst the largest and most superior technological 
facilities in Mumbai. These include one of the largest 
fully-wired ballrooms; seven additional meeting rooms 
including two board rooms; a spacious pre-function 





area; an outdoor exhibition space and other outdoor 
venues within the complex such as the Ballroom 
Lawns, Courtyard and Poolside. 


The 12,000 square foot / 1,090 square metre pillarless 
Grand Ballroom with a high ceiling (24 metres / 79 
feet) can be partitioned into three soundproof sections 
The Grand Ballroom is naturally lit on both sides and 
overlooks the majestic 40 foot waterfall in the hotel's 
courtyard, and breathtaking water features and 
landscaping. At its entrance is a 
square foot / 780 square metre foyer, which can be 
used to host pre-function cocktails and receptions 
The seven additional meeting rooms and boardrooms 
range in size to accommodate from 30 to 400 persons 


and are ideal for smaller functions and events 


O0 


spacious 8,600 


Grand Hyatt Mumbai's central location and proximity 
to both the domestic and 


airports 


international 





large room inventory to support its convention facilities 


for events of any size and spacious underground 
parking for over 700 cars, make it Mumbai's most 
preferred destination for events and conferences 
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Grand Hyatt Mumbai, Off Western Express Highway 
Santacruz (East), Mumbai 400 055 

Telephone: +91 (22) 6676 1234 

Facsimile: +91 (22) 6676 1235 

E-mail: conference.ghmumbai@hyattint!.com 
Website: www.mumbai.grand.hyatt.com 
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THE GREAT 
BANK BUST-UP 


When the Reserve Bank of India downed the shutters on United Western Bank 
in early September, one more old private sector bank bit the dust. Many more 
are teetering on the brink of bankruptcy. ANAND ADHIKARI 


PHOTOGRAPHS BY UMESH GOSWAMI 


“To say that the banking industry 
is undergoing transition or change 
is an understatement. The pres- 
sures of competition are so high 
that changes now are not limited to 
interest rates or the margins only. 
They go much beyond that—to 
the extent of even redefining the 
role of banking and the very way of 
performing it.” 


HIS PROPHETIC PROCLAMATION 
made a couple of years ago is 
of none other than Satish 


Kashinath Marathe, Chairman & 
CEO, United Western Bank (UWB). In 
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1 


early September, the ailing UWB was 
shut down by the Reserve Bank of 
India, and last fortnight the apex 
bank decreed that the Satara-head- 
quartered bank would be merged 
into public sector bank, IDBI. 
Marathe, a law graduate and a for- 
mer treasurer of the BJP’s Akhil 
Bhartiya Vidyarthi Parishad, prob- 
ably didn’t envision that it would be 
UWB that would undergo the “tran- 
sition" and become a victim of *the 
pressures of competition". After all, 
Marathe appeared to have big plans 
for his bank, which are evident in 
his concluding observations in the 
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same speech. “UWB is reaching out to 
customers in their homes, offices 
and even shops through various 
delivery channels like ATMs, internet 
banking, debit cards, kiosks and so 
on. The bank believes that there is 
no substitute for personal relation- 
ship banking. It’s the face behind the 
technology that will always sym- 
bolise the bank.” 

One would have been tempted 
to have faith in Marathe’s dream for 
UWB, only if he hadn't quietly exited 
in July. By then, UWB’s net worth 
had turned negative, and losses 
piled up to Rs 200 crore-plus. 


м. 


ON THE DANGER LINE 
RBI would be keeping a close watch 


| 


on these banks. 
Sangli Bank Ltd 


ESTABLISHED: 1916 e 
REGISTERED OFFICE: Sangli, Maharashtra 
net Loss: Rs 31 crore 

NET WORTH: Rs 51 crore 

CAPITAL ADEQUACY RATIO: 9.30 per cent 
NO. OF BRANCHES: 186 


Lakshmi Vilas Bank 


ESTABLISHED: 1926 

REGISTERED OFFICE: Karur, Tamil Nadu 
NET PROFIT: Rs 3 crore 

NET worTH: Rs 296 crore 

CAPITAL ADEQUACY RATIO: 10.79 per cent 
NO. OF BRANCHES: 232 


Ratnakar Bank Ltd [52 
ESTABLISHED: 1943 

REGISTERED OFFICE: Kolhapur, Maharashtra 
NET PROFIT: Rs 1 crore 

NET worTH: Rs 54 crore 

CAPITAL ADEQUACY RATIO: 10.77 per cent 
NO. OF BRANCHES: 77 


Catholic Syrian Bank CSB 
ESTABLISHED: 1920 

REGISTERED OFFICE: Thrissur, Kerala 

NET PROFIT: Rs 11.26 crore 

NET worth: Rs 190 crore 

CAPITAL ADEQUACY RATIO: 11.26 per cent 
NO. OF BRANCHES: 320 


Dhanalakshmi Bank Ltd 
ESTABLISHED: 1927 

REGISTERED OFFICE: Thrissur, Kerala 
NET PROFIT: Rs 9.51 crore 

NET WORTH: Rs 134 crore 

CAPITAL ADEQUACY RATIO: 9.75 per cent 
NO. OF BRANCHES: 186 


Nainital Bank @ 2" 


ESTABLISHED: 1954 

REGISTERED oFFice: Nainital, Uttaranchal 
NET PROFIT: Rs 12 crore 

NET WORTH: Rs 112 crore 

CAPITAL ADEQUACY RATIO: 13.88 per cent 


NO. OF BRANCHES: 79 
Data for fiscal 2005-06, except for Sangli Bank, whose 
figures are for 2004-05 Source: IBA/Banks 


Marathe, who might have well read 
the writing on the wall, was lucky 
he could bail out in time. But the 
bank, its depositors and investors 
weren't. UWB might be the latest 
in a string of banks that has gone 
belly up, but the pattern is such 
that few CEOs acknowledge the 
extent of the rot that has set in— 
until the 11th-and-a-half hour. The 
question reverberating in corridors 
of the Rs 36,10,500-crore bank- 
ing industry today is: After UWB, 
who? Call it a paradox or a quirk of 
fate: Even as the financial services 
sector is witnessing explosive 
growth in retail as well as in lending 
to small & medium enterprises 
(SMEs), with credit growth of 32 
per cent comfortably outpacing 
deposit growth, the universe of old 
private sector banks (or OPSBs as 
they are known) is teetering on the 
brink. Early this year, it was the 
turn of Ganesh Bank of Kurndwad 
to be placed under R&I morato- 
rium—the bank was eventually 


merged into Federal Bank. 

"There are compelling reasons 
for old private sector banks to 
proactively look for mergers," says 
Rana Kapoor, Managing Director 
& СЕО of the three-year-old, new- 
generation private sector bank, YES 
Bank Ltd. One ОР$В that did agree 
with that line of thinking is the 66- 
year-old Lord Krishna Bank (LKB), 
which last month joined hands with 
Rana Talwar’s Centurion Bank as 
the Kochi-based bank realised the 
danger in going it alone despite 
showing a strong turnaround in 
2005-06. LKB took the merger 
decision as its capital adequacy ratio 
was flirting around the RBI-man- 
dated 9 per cent and its net worth 
of Rs 164 crore was woefully short 
of RBI’s stipulation. 


The OPSB Landscape 

But such distress and consequent 
consolidation in the recent past may 
be just the tip of the sinking OPSB ice- 
berg. A clutch of banks belonging to 


“There are compelling reasons for old private sector banks 
to proactively look for mergers’ 
Rana Kapoor, Managing Director & CEO, YES Bank 





THE RBI'S SIGNPOST 
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ACCEPTABLE LIMITS 


9% 


PRUDENTIAL NORMS 


Capital adequacy 


Net worth Rs 300 crore 
Promoter's stake 10% 
Net NPAs 3% 


the old brigade is struggling to come 
to terms with КВІ-ѕег benchmarks 
on parameters like net non-per- 
forming assets (NPAs), profitability, 
net worth and efficiency (see The 
RBI's Signposts). Competition from 
newer and smarter rivals on the 
block, an inability to mobilise low 
cost deposits, an inadequate capital 
base and a high incidence of NPAs 
are all contributing to the dark 
clouds hovering over the ОР$В land- 
scape. Just one broad indicator: 
Over half-a-dozen of the OPSBs have 
net worths that are less than the 
RBI-stipulated Rs 300 crore. Now 
take a peek into some individual 
cases: In 2004-05 (the latest year for 
which financials are available), Sangli 
Bank showed a loss of Rs 31 crore, 
and its net worth was just a sixth of 
what RBI has mandated. Then con- 
sider another Maharashtra-based 
bank, the Kolhapur-headquartered 
Ratnakar Bank: Net profit for 2005- 
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INVALL NVAODHSIMNI 


THE BIG PICTURE 


Indian banking s market share snapshot. 





COMMERCIAL 
BANKS 


DEPOSITS ADVANCES 


ШИШИ 75.24% 73235 _ 
ШОЛ 19.42% 202856 | 
OEELA 5.44% 6.51% 


Figures are for March 2006 


06 was a paltry Rs 1 crore, and net 
worth stood at Rs 54 crore. And at 
least another three—Catholic Syrian 
Bank (CSB), Dhanalakshmi Bank and 
Nainital Bank—are in danger of 
being cleaned out in the medium 
term as their net worths are woe- 
fully below the apex bank's pre- 
scription. *Given the regional pres- 
ence they have, it's difficult for 
OPSBs to prosper," says B. Samba- 
murthy, CEO, Corporation Bank, 
which was one of the many unsuc- 
cessful bidders for UWB. 

There are, it appears, bankers 
who don't quite agree with this 
doomsday projection. Why else 







NET PROFIT BRANCHES 








73.62% ВИЖ 8723% 
16.95% ИЗ 10.76% 
9.43% 0.26% 2.01% 

Source: SBI 


would Dhanalakshmi Bank go about 
doling out chunky dividends to 
shareholders? The Kerala-based 
bank duly earned RBI's snub—just 
days after the UWB moratorium— 
and it was forced to lower its divi- 
dend from 7 per cent to 5.25 per 
cent for 2005-06. The 79-year-old 
bank's capital adequacy is lower 
than LKB's (which merged with 
Centurion Bank of Punjab). Yet 
another bank that's putting up a 
brave front is the precariously- 
perched Ratnakar Bank. Says 
Chairman & CEO Subhash С. Kutte: 


“We have taken a decision this week 
to induct a strategic investor or 
SAUMIK KAR 





ICICI Bank Managing Director & CEO K.V. Kamath (right) 
and Indiabulls Director Gagan Banga were among the 
17 unsuccessful bidders for the ailing UWB 








"We are selling ourselves on the future. Some people will 
buy our story and some not’ 
Gautam Vir, Managing Director & CEO, Development Credit Bank 


MERGER MANIA 
Getting acquired is often the only option for the weak. . . 


TARGET REASON 


Sept. '06 11:10:57 United Western Bank Placed under morato- 
Пит by RBI __ 
Aug. '06 ШИТИ: Lord Krishna Bank Opted for merger due 
; | to pressure on capital | 
Jan.'06 ШЕТТЕ) Bharat Overseas Bank Consolidation of share- 
Bank _ holding in single entity | 
Jan. '06 ДЕ: ЩН Ganesh Bank Placed under 
AUR T of Kurundwad moratorium by RBI 
Jan.'05 ЗШ: Bank of Punjab Explore synergies to 
battle ever-increasing 
competition 





...But some healthy old private sector banks make good acquisition 
targets. 







OLD PRIVATE SECTOR BANK 


NET PROFIT 
(RS CRORE) 








CAPITAL ADEQUACY NET NPAS 


о 7 
( 7o) o 


Karnataka Bank 1.18 


Tamilnad Mercantile Bank 101 18.33 2.17 

City Union Bank |. 56 12.33 1.95 

South India Bank Dk 13.02 1121.86 

ING Vysya Bank 9 14.79 0.81 

SBI Commercial & Inti Bank 6 22.29 3.82 
Source: IBA 
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raise the capital through a rights 
issue.” That may provide a tem- 
porary lifeline, but with a net worth 
of one-sixth of the RBi-stipulated 
requirement and a capital adequacy 
barely over 9 per cent, it won’t be 
easy finding investors willing to 
put their money in the bank. 


RBI Diktat 


Another bank that’s come under 
close RBI scrutiny is the 70-year- 
old Development Credit Bank 
(DCB), which was converted into a 
private sector bank in the mid-90s 
from a cooperative bank. The apex 
bank has directed its promoter to 
reduce its stake to 10 per cent or 
below within one year of listing 
or by March 31, 2007. The pro- 
moter, Aga Khan Fund for 
Economic Development, currently 
owns over 50 per cent of the bank. 
DCB has yet to tap the capital mar- 
ket. But with losses of a little under 
Rs 200 crore piled up over the 
past three years, investors wouldn’t 
exactly be queuing up for sub- 
scription forms. Says Gautam Vir, 
Managing Director & CEO, DCB: 
“We don’t have a track record. 
We only had a problematic track 
record. We are selling ourselves 
on the future. Some people will 
buy our story and some not.” “As a 
small bank it’s more difficult to 
raise capital than a bigger bank, 
but as you get bigger it would 
become easier,” he adds. 

To be sure, each OPSB is strug- 
gling to cope with its own set of 
problems. The 83-year-old Nainital 
Bank does have a profitable track 
record, but its capital adequacy is 
on the decline, dropping from 
14.85 per cent in 2004-05 to 13.88 
per cent last year. The net worth 
of Rs 112 crore is also much below 
the nBI-set limit. Meantime, down 
south, CsB is reeling under bottom 
line pressure, with net profits crash- 
ing from Rs 37 crore four years 
ago to Rs 6 crore in 2005-06. And 
in all these years, the capital 
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HOW IDBI CAME IN FROM THE COLD 


Е DEVELOPMENT FINANCIAL INSTITUTION TURNED BANK WAS PROBABLY THE LAST IN THE 
Fe of 17 suitors for the now-defunct United Western Bank (UWB), which 
included a couple of foreign banks, a handful of public sector banks, a couple of 
new private sector banks, a curious combination of a housing finance major and 
a state financial institution, and for good measure a broking firm. But 10 days 
after the Reserve Bank of India slapped a moratorium on UWB, IDBI Bank Ltd 
stole the show by offering a 30 per cent premium, at Rs 28 per share, to the 
shareholders of the Satara-headquartered bank. 

But it might have not been shareholder interest that convinced the mandarins 
on Mint Street about the viability of IDBI Bank as a suitor for UWB. What worked 
in IDBI Bank's favour is its categorical move to take care of UWB's depositors 
(UWB's deposit base stands at Rs 6,480 crore) without relying on any support 
from the Deposit Insurance and Credit Guarantee Corporation. Then, the bank 
did not ask for any regulatory forbearance in terms of relaxation in statutory liq- 
uidity ratio, cash reserve ratio, priority sector lending and non-performing assets 
(NPAs). “Some acquirers did ask for more time to reduce UWB's levels of NPAs,” 
reveals a banking in- 
dustry source. UWB 
had net NPAs of 
5.66 per cent in 
2005-06 as against 
the generally accep- 
ted limit of 3 per 
cent. 

RBI also looked 
at the ‘synergy factor’ 
on the branches 
front, and examined 
the extent of overlap 
that existed between 
UWB's branches and 
those of its prospec- 
tive acquirers. IDBI 
Bank has 195 
branches across the 
country, with just 41 
in Maharashtra, so the extent of overlap would be minimal in its case. UBW 
has 230 branches, almost all of them in Maharashtra. "Also, there was no 
issue of a culture mismatch as both the banks are based in Maharashtra," adds 
the source. What might have clinched the matter for IDBI Bank was its 
willingness to take care of all employees of the loss-making bank; many of the 
other bidders weren't as generous, considering UWB had a loss per employee 
of Rs 3.48 lakh. 

Clearly, going by the RBI rule book, the highest bidder doesn't always get 
the crown. IDBI Bank for its part may feel a strain on the capital adequacy 
and NPAs front. 

According to rating agency CRISIL, the payout of Rs 150 crore will result in 
a slight decline in IDBI Bank's capital adequacy ratio. “The bank's asset quality 
is also expected to decline marginally following the addition of UWB's portfolio, 
which has a weaker asset quality,” says CRISIL. UWB's gross NPAs as on March 
31, 2006 were at 11.5 per cent compared to 2 per cent for IDBI Bank. "The 
effectiveness of the integration of UWB’s employee base with that of IDBI Ltd will 
be a key monitorable, going forward,” observes CRISIL. 


In IDBI's fold: Customers at a UWB branch 
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adequacy of С$В never crossed the 
11.50 per cent-mark. A clear case 
for consolidation, you would be 
tempted to venture. Not according 
to М.К. Achan, Chairman & CEO, 
CSB, who insists that the bank will 
continue to maintain its inde- 
pendent identity. *We believe 
inducting resources (via a merger) 
alone will not ensure survival. The 
final survivors would be banks 
with good corporate governance. 
In this crowded marketplace, both 
giants as well as regional banks 
can co-exist focussing on their 
niche areas," believes Achan. But 
the going will be tough. And Achan 
admits as much. *Maintaining 
profitability in the 
long run in a 
scenario of reduced 
margins, more strin- 
gent capital require- 
ments and tough 
competition will be 
a challenge," he 
shrugs. Adds R.M. 
Nayak, Chairman & 
CEO, Lakshmi Vilas 
Bank (LvB), which 
had a net profit of 
Rs 3 crore and a cap- 
ital adequacy ratio of 
10.79 per cent last 
year: "Efficiency 
rather than size or 
type is the determining factor in 
the continued profitable growth 
of any bank in the country." 

It's not as if all Орѕвѕ are staring 
down the barrel. A number of 
them, like Karnataka Bank, 
Tamilnad Mercantile Bank, City 
Union Bank, South India Bank, 
ING Vysya Bank and SBI 
Commercial & International Bank, 
have done well to withstand the 
competition and are turning out 
healthy profits (see ...But Some 
Healthy Old Private Sector 
Banks...). And they made sound 
acquisition targets too. *What we 
have seen so far is merger of bank 
in distress or smaller banks tying 
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NEW-GEN BANKS: SO FAR, SO GOOD 


HE OLD PRIVATE SECTOR BANK (OPSB) BRIGADE MAY BE GRAPPLING WITH ITS OWN SET OF 
headaches, but the new-generation, well-capitalised and professionally-run 
private sector banks may have a different kind of problem on their hands—a prob- 
lem of plenty so to speak. The portfolio of most of these banks is heavily 
slanted towards retail. For instance, Rana Talwar's Centurion Bank has over 70 
per cent of its advances locked in retail. And Kotak Bank has an 87 per cent bias 
towards retail (see New Lot, New Focus). Says Gautam Vir, Managing Director 
& CEO, Development Credit Bank: "Concentration of a portfolio in unsecured as- 
sets is risky, but if the retail assets are secured there is no cause for alarm." 

In fact, banks in the past got severely hit because of corporate default 
rather than retail. But sceptics argue that retail lending has just taken off and a 
blowout is imminent over the longer term, Rana Kapoor, Managing Director & CEO, 
YES Bank, which has 70 per cent of its portfolio in corporate banking, says: "We 
are a new bank. We would eventually look for a balanced portfolio of corporate, 
SME (small & medium enterprise) and retail." 

The threat to retail comes from hardening of interest rates and any reversal of 
economic buoyancy that the Indian economy has seen in the last three years. 
Krishnan Sitaraman, Head (Financial Sector Ratings), CRISIL, however, says there 
is no cause for concern if lending is done in a prudent way. The soft belly of the 
new generation private sector was exposed in 2004-05 when interest rates 
started inching upwards, resulting in treasury losses to banks. The recent demat 
scam in the capital market also exposed biggies like HDFC Bank, when the reg- 
ulators found rampant violations of know-your-client norms. 

Experts point out that the pressure on these banks could come from stringent 
capital adequacy norms post Basel-Il, and steadily increasing non-performing assets 
(NPAs) in the retail segment. Yet, when compared with the OSPB bunch, the new- 
gen cluster appears better placed. 


Cenurion Bank 





NEW-GEN PRIVATE 


SINGLE LARGEST 
BANK PORTFOLIO 


PORTFOLIO TILT 





30 per cent retail 
(70 per cent of the retail portfolio comprises 
two-wheeler and commercial vehicle loans) _ 
70 per cent retail 
(70 per cent of the retail portfolio comprises 
loans for two-wheelers, cars and commercial 
vehicles) — ДАТА ОЛИ 
87 per cent retail (consolidated). More than 
_ 40 per cent is to commercial vehicles and cars. 


70 per cent to corporate banking and the 
balance to SMEs 


Indusind Bank 


esti Retail 


Kotak Bank Retail 


Corporate i 
Banking 


Yes Bank 


Source: Banks 
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RBI Governor Y.V. Reddy is 
forcing old private sector 
banks to meet benchmarks 
on net NPAs, profitability, net 
worth and efficiency 


the knot with bigger banks. We 
are yet to see merger of two big 
banks to leverage business syner- 
gies,” says Krishnan Sitaraman, 
Head (Financial Sector Ratings), 
CRISIL Ltd. Of course, banks like 
UWB and the other troubled ОР$В$ 
will come cheaper, and all their 
problems notwithstanding they 
bring a lot to the table. Sangli 
Bank, for instance, is headquar- 
tered in the wealthy sugar heart- 
land of Maharashtra, and has a 
total of 186 branches. CSB has all of 
320 branches. In comparison, a 
new private bank like Kotak 
Mahindra has just 65 branches na- 
tionwide. It's anybody's guess what 
happens to the OPSB club as interest 
rates fluctuate more wildly and 
more often than before, as the 
rupee slowly but surely moves 
towards full convertibility, as more 
and more one-stop financial serv- 
ices powerhouses establish them- 
selves, and once Basel II norms 
come into play. Yet, the OpsBs, to 
their credit, are not all dross, and 
judicious consolidation can result in 
a win-win scenario for the acquirer 
as well as the acquired. ш 
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entertainment 
channel space 
is far from 

over although 


still remains 
the leader. 


ARCHNA SHUKLA 





Star's Nair has to revive the leader's fortunes 
in key prime time slots; Nair says he soon will 





With a mix of smart programming and 
marketing Zee is back at #2; Chandra says the competition slipped too 





Despite /ndian Idol and Jassi, SET has lost out to Zee; \ 
Dasgupta, however, believes the fight for #1 is between Sony and Zee 


THE SECOND WEEK OF SEPTEMBER, 
ICICI Bank, one of India's top 
advertisers (it spends around Rs 
75-80 crore on television) signed 
an advertising deal worth Rs 4.2 
crore with Zee Tv, the flagship 
channel of Zee Telefilms. That number, Rs 4.2 crore 
doesn't look very significant until it is compared with 
the bank's ad-spend on Zee last year, Rs 45 lakh. 
That year, ICICI spent Rs 5 crore on STAR Plus, the mar- 
ket leader in the general entertainment genre, and 
the flagship of Rupert Murdoch's Indian empire. This 
year, says a media buyer, it has pared its commit- 
ment to the channel to around Rs 2 crore. 

ICICI Bank is not the only advertiser tuning into 
Zee TV. According to Sunder Raman, Managing 
Director, Mindshare, a media buying agency, *Many 
leading clients (GlaxoSmithKline, Hero Honda and 
Pepsi, to name a few) have increased their spends by 
around 100 per cent on Zee this year." *Zee TV had 
been showing signs of a turn-around since late last year. 
Its position has strengthened in the last six to eight 
weeks and its gross rating points (GRPs) have almost 
doubled in comparison with last year," he adds. The 
numbers bear him out. 

According to Television Audience Measurement 
(TAM) Media Research, the channel share of STAR Plus, 
Zee TV and Sony Entertainment Television (SET) 
stood at 50.2 per cent, 20.2 per cent and 12.6 per cent 
in the January-September (2006) period as against 
55.5 per cent, 14.2 per cent and 16.4 per cent last year, 
respectively. Clearly, Zee Telefilms, which became 
#3 in a field of three in early 2003 has reclaimed its 
number two position and according to Punit Goenka, 
Director, Zee Telefilms and the elder son of Essel 
Group Chairman Subhash Chandra, “it will soon be 
pitching for leadership". 

That isn't just talk: until two months ago, the list of 
the top 50 programmes, by viewership in cable and 
satellite (C&s) households, read like a programme 
schedule for sTAR Plus (only rarely did Sony 
Entertainment Television or Tamil channel Sun Tv 
managed to break this monopoly with one, maybe two 
entries). Today, Zee ту boasts 12 entries in the list, 
although the first entry comes in at a none- 
too-impressive #19. 


The Return Of The Prodigal 

In many ways, the story of Zee, is one of frittered opp- 
ortunities. India's first C&s broadcast network (it was 
launched in 1992) ruled the market till 1999. srAR 
entered the country in 1991, but STAR Plus remained 
an English-only channel because of a non-compete 





Ratings Say it All 





STAR IS THE UNDISPUTED LEADER... 


Jan.-Dec 
2005 





_2 Sahara 3 | 


Absolute share figures in per cent Source: TAM Peoplemeter System 





...BUT ZEE LEADS IN THE FOLLOWING TIME-BANDS IN THE GENERAL 
ENTERTAINMENT CHANNEL CATEGORY... 


9-10 PM (MON-FRI) BAND: 


Average Relative Ch. Share of last 8 weeks 
(Week 28 to Week 35, 2006) 


STAR Plus 








6-8 PM (MON-FRI) BAND: 


Average Relative Ch. Share of last 8 weeks 
(Week 28 to Week 35, 2006) 


8-8.30 PM (MON-FRI) BAND: 


Average Relative Ch. Share of last 2 weeks 
(Week 34 to Week 35, 2006) 


Figures in per cent 
Target Group: Cable & Satellite Households 4 years+ — Market: All India 





AND HAS ACTUALLY MANAGED TO GET 12 PROGRAMMES INTO 
THE TOP 50, HITHERTO A STAR PLUS HEGEMONY 


Rank Programme TVR (Television rating points) 


“в EO 
Emm у 





The other 38 programmes are all on STAR Plus 
A daily soap is counted as five different programmes 


Source: TAM Peoplemeter System 
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Money Matters 
STAR 


Ж 516 
2005-06 


ZEE TELEFILMS 


1,308 
@_ 436.5 
2005-06 


Figures in Rs crore Бшш Revenues тш Operating Profit 


1,359 


Musical Chairs 














1,600 







* Sony launched in 1995; 
STAR Plus goes Hindi in 1998 


Source: Industry sources in case of STAR and Sony and company in case of Zee Tele, | Numbers are relative standings of the three channels 


agreement with Zee with which it had a joint venture; 
the JV was called off in 1998. It was only in 2000, with 
the launch of Kaun Banega Crorepati, the Hindi version 
of Who Wants to be a Millionaire, however, that STAR 
Plus really came into its own. Since then, the channel 
has garnered a viewership base of 70-80 million and 
between 2000 and now, its marketshare has ranged 
between 40 per cent and 55 per cent. 

Sony Entertainment Television entered the market 
in 1995, but its big break came in 2003 when it invested 
$250 million (then Rs 1,150 crore) in securing the 
Indian subcontinent television rights for all icc cricket 
competitions (the World Cup and the Champions 
Trophy) till 2007. It leveraged that to good effect and 
became the clear #2 after STAR. STAR and SET have, since 
then, invested in acquiring and producing content 
(STAR's famous weepies and Sony's Jassi Jaisi Koi Nahin 
and Indian Idol, the Indian version of American Idol), 
and on marketing and relegated Zee to #3. 

Zee tried a variety of things under several CEOs 
(indeed, the fact that the company has served as a tran- 
sit point for several CEOs and senior managers continues 
to worry some, as does the fact that the management 
continues to be dominated by the promoting family) but 
to no avail. Since late last year, however, it has made an 
inspired attempt to grab a fair share of eyeballs, riding 
on the back of that fail-safe strategy: good content. It rec- 
laimed its #2 position from Sony late in 2005, and is 
now trying to narrow STAR's lead. And the fact that it 
now boasts a quarter of the programmes in the c&s Top 
50 hasn't gone unnoticed by advertisers. 

That's helped the cause of revenues; advertising still 
contributes around 70-80 per cent of the total revenues 
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in the broadcast business. *Ad rates on Zee Tv have inc- 
reased from Rs 50,000-60,000 for a 10-second spot to 
Rs 70,000-100,000 in the last four to five months," says 
a media buyer with a large agency. Comparative rates 
on STAR Plus are: Rs 1,00,000-1,25,000. Zee TV's per- 
formance should boost the fortunes of the entire Zee 
network; the general entertainment space still accounts 
for 34 per cent of the total C&s viewership and 39 per 
cent of the total advertising spends on Tv. Indeed, 
STAR India owes its numero uno status to the per- 
formance of srAR Plus. The viewership of other Zee 
channels, like Zee News, Zee Music, Zee Studio, Zee 
Café and Zee Cinema has either been better or on a par 
with comparable offerings from STAR. "Yet, it trailed 
behind both STAR and SET because it could never get its 
act together in the general entertainment space," says 
Farokh Balsara, Industry Leader (Media and 
Entertainment Practice), Ernst & Young India. 


Is The Comeback For Real? 

It is, insists Subhash Chandra, who claims Zee lost 
out because it came out second best in the Zee TV vs 
STAR Plus fight. *That happened because Zee TV had 
stopped innovating on the programming and strate- 
gizing on the marketing fronts." He adds, with a touch 
of irony: *Earlier, we slipped because of our own fail- 
ure, but this time, we are leading partially because of our 
rivals' failure." Most media analysts admit that STAR Plus 
and SET are showing some signs of fatigue. “Except for 
the K-serials during 10-11 p.m. band (weepies, inv- 
ariably produced by Balaji Telefilms, all of whose 
names start with K), other shows on sTAR Plus have not 
really been able to take off. Similarly, $ЕТ has also not 


а 


V ‘se240. 9 5:04 || 'seuoz эїшоиоэз үо!зәд‹ 


`Ә}ОӘ! Ө, “әлә1әя9 "ШОӘ 10 "uou иБюш! O} НӘ! S! 


US 4IUnM el. en 
ѕәшоц PING O} UOISSI 








bt media 


PLAYING BIG BROTHER 






Indian broadcast regulations are, at best, 
a mess and, at worst, a manifestation of 
the government's desire to control media. 


(C&S) TV markets in the world with over 250 chan- 

nels currently beaming into the country and 68 mil- 
lion C&S TV households (out of the total of 112 million 
TV households). The total turnover of the industry is 
around Rs 17,000 crore; of this, Rs 5,450 crore is on 
account of advertising and Rs 10,000 crore is the 
estimated size of the subscription market. Of this, only 
around 20-25 per cent reaches broadcasters. "The 
Indian market has a great potential in the sense that 48 
per cent of households have no access to TV yet," says 
Simon Twiston Davies, Chief Executive Officer, Cable and 
Satellite Broadcasting Association of Asia (CASBAA). 
Indeed, it is the lure of a virgin and a growing market that 
has kept leading broadcasters committed to India. 
"(Otherwise) lack of effective regulation could have been 
a big distraction (for the broadcasters)," says Davies. 
"Uneven regulation could impact competition and the 
future investment, which, anyway, is too less in com- 
parison with other global markets," he adds. 

Some of the inconsistencies that exist in the market 
include the contradictions in the foreign direct investment 
levels in the media and communications industry (49 per 
cent in cable TV networks, 20 per cent in Direct-To-Home 
services, 26 per cent in news channels, 74 per cent in 
telecom networks and 100 per cent in internet service 
providers); the inability of the government and the industry 
to plug the leaks in the subscription pipeline; and the 
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Too Much Regulation Hurts 


RAVI S SAHNI 





























Too much regulation: !&В Minister Priya Ranjan Das 


regulated cable TV market. "The DTH policy is also 
against free and fair competition (there is a must provide 
clause which mandates all broadcasters to make their 
channels available to all DTH service providers, thereby, 
limiting their ability to distinguish their services)," says 
Peter Mukerjea, Chief Executive Officer, STAR Group. 
Then, some of the recent moves by the government 
and the Telecom Regulatory Authority of India (TRAI), 
which also regulates the broadcasting sector, threaten to 
throw things entirely out of gear. TRAI, for instance, has 
mandated that all pay channels be priced at Rs 5 in the 
areas that have been notified for Conditional Access 
System (CAS), southern areas of Delhi, Mumbai, Kolkata 
and Chennai. "Authorities, obviously, haven't taken into 
account the cost of production and acquisition for the 


A study by CASBAA demonstrates a direct relationship between effective regulations and increased investment and sector value. 





Avg, Annual Investment Levels 
Per Avg, Pay-TV Household 
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Avg. Annual Revenue Levels 
Per Avg. Pay-TV Household 


Source: CASBAA, MPA research estimates 











Munshi and regulator Misra have to let go 


players, which has consistently risen at least 20- 
40 per cent every year in the recent past," says 
Kunal Dasgupta, CEO, Sony Entertainment 
Television. And to add to the players' woes, the gov- 
emment is now planning to bring in legislation that, 
according to the Ministry of Information and 
Broadcasting, would help in regulating the sector 
better. Some of the proposed moves in what is 
called the Broadcasting Services Regulation Bill- 
2006 include giving the government the power to 
suspend or revoke the licences of players if it 
senses any threat to communal harmony, state 
security or public interest, mandatory sharing of cer- 
tain sports broadcast signals, compulsory trans- 
mission of public broadcaster's channels and lim- 
itations on cross-media holdings. 

Says G. Krishnan, CEO, TV Today: "The gov- 
ernment's move on regulating the broadcast 
industry is medieval in nature. World-over, gov- 
ernments are moving away from regulation, 
whereas in India, the government is trying to suf- 
focate the industry." "As far as, consumer interest 
is concerned, nobody understands it better than the 
players themselves," adds Mukerjea. The industry 
is hoping that most of the provisions in the pro- 
posed Bill will be watered down. "Otherwise, we 
will have no option but to go to the courts,” says 
a senior executive at a leading broadcaster. 
Broadcasters have already done that over TRAI's 
notification on channel pricing. 
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been able to create any excitement after Jassi... and Indian 
Idol," says Mindshare's Raman. 

Zee's thrift-minded approach to programming—it would 
invest only Rs 5-10 lakh per half hour of programming 
against STAR's and sET's spends of around Rs 20-30 lakh; 
similarly, its marketing and advertising spends were always 30- 
40 per cent less than its rivals— is now changing. *Good pro- 
gramming and marketing are the key to success and we are not 
going to make any compromises here," says Goenka. Balaji 
Telefilm's new show on Zee ту, Kasamb Se and another 
soap, Saath Phere, have helped Zee edge out STAR Plus from 
the 9-10 p.m. prime time slot and the broadcaster is now gear- 
ing up to claim the 8-9 p.m. slot. 

Zee Telefilm's recent numbers, the results for the first 
quarter of 2006-07, show the effects of this turnaround. 
Revenues have grown 24 per cent; advertising revenues, 31.5 
per cent and while EBITDA (earnings before interest, tax, 
depreciation and amortisation) has declined by 13 per cent, 
analysts argue that this is because of big money (around 
$219.15 million or Rs 1,030 crore) spent in acquiring global 
media rights for all cricket matches played by India on neutral 
territory over the next five years. Says Ankit Kedia, a media 
analyst with ICICI direct.com: “Zee’s efforts to improve its 
content and refurbish its image are paying off. It has inc- 
reased investment in programming by almost 55-60 per cent 
and has launched a host of good shows." 

Still, toppling STAR Plus won't be easy. The channel still 
boasts a market share of 50 per cent as compared to Zee 
TV's 20.2. *We have ruled the market for six years and it is 
heartening to see someone give us competition now," says 
Sameer Nair, Chief Executive Officer, STAR Entertainment 
India. Nair points out that some of STAR Plus’ and STAR One’s 
recent programming initiatives didn’t take off as expected 
but he argues that the channels will soon get their rhythm back. 
STAR Plus, in fact, has already started taking some remedial 
action. While its K-serials in the 10-11 p.m. slot are still going 
strong (delivering ratings between 8 and 12), it is revamping its 
other prime time line-up. ‘We will reclaim our lost slots 
soon,” says Nair. 

SET, too, is getting its act together. The їсс Champions 
Trophy kicks off next month and the World Cup is sched- 
uled for 2007. “One would expect Rs 650-700 crore to be 
spent on cricket advertising next year and a major chunk of 
it is likely to go to the World Cup,” says Sam Balsara, 
Chairman and Managing Director, Madison, a media buy- 
ing house. $ЕТ has also acquired the India rights for Big 
Brother, an extremely popular reality show in the UK, and асс- 
ording to Chief Executive Officer Kunal Dasgupta, sET will 
launch “quite a few exciting shows” in the next few months. 
“The fight for the leadership in the market will soon be bet- 
ween SET and Zee,” he claims. 

Whoever be the rival, Zee will have to be on its toes lest 
it loses the opportunity to reclaim its lost ground the 
second time. ш 


OCTOBER 8 2006 BUSINESS TODAY 105 


——— — „ы. 


bt 


JAYANTA SAHA 


new economy 


Mukesh's 


Ls 
ү -< = ” 


RIL's Mukesh Ambani: H 


HE IDEA TOOK SHAPE IN 2001. A GROUP OF 

senior executives guided by Mukesh Ambani 

were making a presentation to the group's 

Founder-Chairman Dhirubhai Ambani. 

The patriarch listened attentively as the 

team explained the nuances and extolled the potential 

of biotechnology. Mukesh Ambani, who was also 

present, told his father that the project could change the 

way healthcare was administered in the country and, 

possibly, the world. Dhirubhai, who had not spoken a 

word through the two-hour presentation, turned to his 

son once it was over and said: “Mukesh, yeh karne ka 
bai (Mukesh, we have to be in this business)." 

Five years later, the grand vision that spawned 
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Reliance Life Sciences (RLS) is still work-in-progress, 
albeit at a much more advanced state of progress. Says 
Mukesh Ambani, CMD of RIL and RLS: “Life sciences is a 
business we are building for the future and we envisage 
it coming into full bloom towards the end of this decade.” 

Biotechnology has few apparent synergies with 
Reliance’s existing lines of business; so looking for 
similarities is likely to be a futile exercise; but it fits 
snugly into the Reliance way of doing things: it is a 
global business from Stage I itself, is hugely scaleable and 
requires humungous investments upfront. And the 
way RLS has structured itself allows for high levels of syn- 
ergy between its various components (see The 
Initiatives). Says RLS President K.V. Subramaniam: 
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Reliance has hinted several times that biotech will be the 
next big thing after retail. Here's a look at its plans in this 


sunrise Sector. KRISHNA GOPALAN 


"This is an evolving business that is driven by knowledge 
and people relatively more than capital and manufac- 
turing.” And RLS is now at the most interesting phase of 
its life. 

"So far, we had concentrated on building basic 
competencies, programmes and infrastructure in life sci- 
ences; now we are engaged in looking at scaling up the 
initiative," says Ambani. The objective is clear: look for 
areas where RLS has an advantage and scale up oper- 
ations to global standards (see Global Pharmaceutical 
Market). It is, after all, one of 10 institutions named by 
the National Institutes of Health, us, in 2001 as hav- 
ing established embryonic stem cell lines (und- 
ifferentiated cells that can be manipulated to grow into, 
say, a liver or a kidney or a patch of skin, which can 
then be used to replace a damaged organ or burnt 
patch of skin). But this line of research, the Holy 
Grail of the bio-tech sector, is still years from yielding 
marketable products. 

RLS’ current product portfolio (see The Starters) is 
used in areas such as neurosurgeries, plastic surgeries 
and primary immunodeficiencies. “We have a rich 
pipeline of products and services which will encompass 
areas such as cell-based therapies, plasma proteins, 
recombinant proteins—both generic and novel—bio- 
polymers and bio-fuels,” says Subramaniam. The 
Reliance usp: Its products are 30-40 per cent cheaper 
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Global Pharmaceutical Market 


$571 billion 







— $168 VN 
Europe 


$275 billion 
North America 


*Pharmaceutical: $505 billion; Biotech: $66 billion Source: Dorland's Biomedical 


than their imported substitutes. But these are just the 
starters. The main course that is scheduled to follow is 
currently being cooked by its team of 140 researchers 
(total staff strength is more than 500, which is expected 
to rise to 2,000 by 2008)—Ph.Ds, MDs and post-grad- 
uate scientists, including some expatriates—is more 
exciting. That's because this phase is all about translating 
the research findings into marketable products. “This 
is a critical phase—we are answerable to the manage- 


'*Bio- -polymers 
• бев Tissue 
'* Bio-fuels Culture 
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| | Engineering 
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The Initiatives Y, 


Like in its core business, Reliance Lifesciences is present along the entire bio-tech spectrum. 
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RLS’ K.V. Subramaniam: G 


ment and also to ourselves. The last four years have 
been about planning for what the industry and the 
world at large wants and developing technologies. 
Now is the time to scale up,” says Dr Chandra 
Viswanathan, Vice-President (Biologics), RLS. Adds 
Carlyle India’s Managing Director and Head of its 
India Buyout Team, Rajeev Gupta, who has been 
involved in several deals in this sector: “Research is not 
about scale; this phase is about managing R&D pro- 
grammes; success critically depends on knowledge 
sharing and managing R&D programmes.” 


The Numbers Game 


No business is worthwhile till it generates healthy cash 
flows and profits. “This is a capital-intensive business 
with long incubation periods; and the market for life sci- 
ence products is still evolving,” points out Megha 
Dhargalkar, Vice-President (Business Development), 
RLS. It is also a highly reg- 

ulated industry with The Value Chain 
stringent guidelines in ar- 









RLS' biotech wing 





development with overseas expertise in research could be 
an option. But eventually, players must have a long-term 
perspective and high levels of perseverance." 

There is no official figure on how much RLS has inv- 
ested so far, but the broad sense is that it is "several hun- 
dred crores" and still counting. Revenues have also 
started flowing in over the last year-and-a-half—again 
the company did not share figures; it is privately held 
and so, doesn't have to declare numbers—and the 
objective now is to break even over the next few years. 
"That will be an achievement for a greenfield research- 
driven biotech company like ours," says Subramaniam. 
In this context, Gupta adds that the capital-intensive nat- 
ure of the business is why Indian companies do not have 
a large presence in the bio-tech sector. 

There are, of course, a couple of areas of concern. 
The most important of these is people; getting the 
right people is a major issue here, as in many other 
industries. The issue is 
trickier here since biotech 
has space mostly for 
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els are the need of the 
hour. Says Utkarsh 
Palnitkar, Industry 
Leader, Health Sciences, 
Ernst & Young: *A hyb- 
rid model using India's 


expertise in the area of Ms 
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іп the right places. 
"There is a lot of talent in 
government laborato- 
ries," says Palnitkar. 
Then, there is the 
competition from global 
biggies with much deeper 
pockets and more expe- 
rience than Reliance. 
Little wonder then that 
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You come back to things that make you happy. 
Again. And again. 





No wonder, Ricoh enjous the highest 
repeat buying rate in the industry. 


It is human nature to seek out things that make us happy. That also explains why an overwhelming 
majority of our customers have chosen to go with Ricoh, year after year. Not surprising, given the 
reassurance of our nationwide service network, and a complete product portfolio delivering end-to-end 
solutions. At Ricoh, we find nothing better than a happy customer coming back for more. 


* Colour & B/W Multi-Function Products (A4 to A0, 15 to 135 ppm) + CopyPrinters 
= 99% up-time » Nationwide service network = Over 45,000 happy customers 





CORPORATE OFFICE: 52-8, Okhla Industrial Estate Phase IIl, New Delhi-110 020; Tel: 01 1-41613010-18; Fax: 011-41612221; Website: www.ricoh.co.in; Email: ril.info@ricoh.co.in 
BRANCH OFFICES: Ahmedabad: 26582883, 26588709; Bangalore: 41477620/21, 22248829/30; Chandigarh: 2710162, 2701984; Chennai: 30212121/22; Coimbatore: 2493948, 
2496276; Delhi: 23353488, 41731867, 23312001, 41731860; Guwahati: 2635311, 2543591, 2602949; Hyderabad: 39185081/82, 39101898; Jaipur: 2707028, 2706299; Kochi: 
2353274, 2352266; Kolkata: 22101634, 22488641/42; Lucknow: 3237048, 2239189/76; Mumbai: 67032095, 22883042; Patna: 2222830, 2201490; Pune: 30580149/53/54; Ranchi: 


2331426/069; Visakhapatnam: 2553466, 2754968. 














bt new economy 


RLS is alive to the need to con- 
stantly innovate and reinvent itself. 
“Most of what we have done so far 
has not been tried before by any- 
body. In that sense, there are no 
precedents," explains Dhargalkar. 
RLS' approach is completely driven 
by innovation in key areas like res- 
earch, competency development 
and people-related best practices. 
The goal? *What will make us 
happy is when a patient comes to 
us with leukemia or any other dis- 
‘ease and we tell him that we have 
an answer for it," says Viswanathan. 
*Over the next 2-3 years, we will 
have more products in the mar- 
ket, scale up our initiatives and 
globalise these initiatives," says 
Subramaniam. And given Ambani’s 
penchant for global scales, acqui- 
sitions remain a distinct possibility. 

The way forward looks excit- 
ing. Everyone in the company 
points out that it will have to keep 
the engine of innovation going, 
develop competencies in its areas 
of specialisation, achieve sustained 
profitability quickly and, finally, 
adopt the path of globalisation. 
When Ambani addressed his 
shareholders last year, he had spo- 
ken of Reliance Industries’ plans to 
incubate, through life sciences, an 
innovation-driven bio-technology 
business and said: “RIL will strive to 
help India make a global mark in 
life sciences." Life sciences, 
according to him, will bring to 
the table advantages like stable 
cash flows, build strong services- 
based revenues and fashion a 
knowledge-driven business. 
Ambani has never been known to 
think small and every project he 
has been involved with has been 
driven by the larger vision of mak- 
ing it a huge business over time. 
RLS is still in its early phase and it 
is highly likely that Ambani's vision 
for the company could just see it 
entering a different growth tra- 
jectory. The world is watching 
this phase closely. Ш 
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WHAT IS IT: Haemostatic agent and bi iological glue for effective sali d 

USE: To. arrest capillary bl eeding. as well as act as a biological glue during i neuros | gerie 
plastic surgeries, cancer surgeries and orthopedic surgeries 





ImmunoRel 


WHAT 1517: Normal Immunoglobulin NE E 
USE: This is used for patients with immune deficiencies, some types of cancers and to treat... | 
HIV infection in paediatric patients a 
ADVANTAGES DUNS 
e Indigenously manufactured in WHO GMP approved facility this results in lower costs and Sx 
easier availability E. 








THE BEST CURE 
FOR SHRINKING 
IT BUDGETS - 


HP ENTERPRISE 
VIRTUAL ARRAYS 


Your data storage needs keep expanding, while your budget keeps shrinking 





So, what do you do? 
You choose the HP StorageWorks Enterprise Virtuol Array (EVA) far f product the 
world's most intelligent and high-performance storage array ind де! 
HP STORAGEWORKS EVA4000/6000/8000 ° The advantages of virtualisation, letting you pool your storage, so it соп be insta 
assigned wherever, whenever, and in whatever amount it's needed 


* Drive capacity: 
~ EVA4000; 56 disk bays * Modular scalability — all the way up to 120TB, to meet all your data storage need 
- EVA6000: 112 disk bays 
- EVA8000: 240 disk bays 
* Switched architecture 
Intelligent Caching algorithm to enable dynamic 
adaptive cache * Better disaster recovery capabilitie: 
Support for iSCSI and FC Tiered Storage within the 
array: FC and FATA in same enclosures 


today and in the future 
* Simplified deployment and storage management 


* Better storage consolidation 


* Easy dato access through support for all protocol 


* Higher levels of protection: Business Copy and And that's not counting the cost benefits they give yc ot only are they affordable 
Continuous Access also give you the highest levels of investment protectior wered TC higher ROI. N 
* OSs supported: Windows 2000, Windows 2003, HP-UX, mention higher utilisation of your assets for increased productivity and better pr 
Linux, Tru64, Open VMS, Solaris, AIX к M 
i 'e the > aw | T cnow what to do. whot « ju waitin 
* The EVA4000 is upgradable to the EVA6000, which in And that's the bottom line. Now that you know what do y a 
tum is upgradable to the EVA8000 Choose HP today 


The September Special offer!* 

Now consolidate your storage resources at a 

special price, with the HP StorageWorks EVA4000 CALL 99401 59825 
Starter Kit which includes: 

* 8x 146 GB Fibre Channel disks E-MAIL i.need.eva@hp.com 
* Apairof HSV200 controllers 

*  XCS firmware version 6.0 VISIT www.hp.com/in 
* HP Command View EVA software with license for 4 TBs of storage 


Now at only Rs.11,49,000° 





)ffer valid til 3 tember, 2006 only "Estimated price Taxes and levees extra, as applicable J06 Huwhett-Packard Oevelor 


A Ыы. 


CRAIG-MUNDIE 


Chief Research and Strategy Officer 


MICROSOFT 


GOOGLE 








Й RAIG MUNDIE, 56, CHIEF 
М Research and Strategy 
Officer of Microsoft is a 
| j part of the troika (the 

other two being Steve 
Ballmer, CEO and Ray Ozzie, Chief 
Software Architect) that will run 
the company when Bill Gates retires 
"from day-to-day management їп 
July 2008. Already, in bis new role 
(he used to be the cro till June), 
Mundie will be responsible for 
almost all products rolled out by 
Microsoft including the much- 
awaited successor to Windows ХР, 
Vista. Mundie, who has been with 
Microsoft since 1992 (his first task 
was to build the company’s non-PC 
business) was in Bangalore recently 
to review the progress made by the 
Microsoft research team. Business 





Today's Associate Editor Venkatesha ^ 


Babu met with him there and 
discussed a range of issues, from 
Google to the threat from open 
source software to a pre-paid card 


for software usage. Excerpts: 


You kick started Microsoft's non-PC 
computing activities. How far has 
Microsoft. evolved from being a pure 
PC player to a much broader technology 
and media company? 
I think the company has been 
evolving in three different dimen- 
sions. We continue to expand what 
people can do with their personal 
computer and personal productiv- 
ity type of tools. It has really exp- 
anded dramatically from office to 
home. Today more people buy PCs 
та consumers than they do as busi- 
“ness. (But) A lot of content that 
< people use today is not delivered 
. through the РС. So we have prod- 
ucts for phones, cars, televisions 
and game consoles. Microsoft is 
the only company (which) has a 


relevant position in almost every 
one of these categories. 

The third dimension is services. 
As we move to a world where peo- 
ple are connected all the time, we 
recognised that we wanted to do 
two things. One, in the model of 

...well we have always been a plat- 
form supplier. We wanted to create 
a set ОЁ platform services that peo- 


ple could use. The recent rollout of 
WISE platform (Windows Interface 


Source: Environment) is a factor- 


ing of the traditional service model . 
into a part that is content related 


and a forum for giving people 
access to things. It not only allows 
Microsoft to build these proper- 
ties but | ‘many others also to do so. 


What is the latest on the much antici- 
pated Vista? Are you on schedule? 
There is no real change to our 
stated position. (Editor’s note: 
Microsoft expects to roll out Vista 
for enterprises by November 2006 
and for consumers in January 


2007). We recently released rc 1 


(Release Candidate 1) to a very 
broad test audience. Generally the 
feedback is good. So I think we are 
optimistic that we will be able to 
hold to the schedule. 

‘In terms of our aspiration for 
Vista on a global basis, it comes in 
two ways. One we want to make 
sure that in a highly connected 
environment, even for things that 
people historically always did, they 
would be able to do it in a secure 
and reliable way. A huge amount of 
engineering in Vista really moves 
in that direction to minimse the 
problems. Many things are dra- 
matically safer or simplified. That in 
itself should allow an expansion of 
the community of people benefiting 
from computing. 


lead. Just yesterday we announced 


^ O0GLE IS A 
| Uicompany инсн 
| HAS DONE A SMALL 
| NUMBER OF THINGS 
| WELL, PARTICU- 

| LARLY IN SEARCH 
| AND ADVERTISING” 






















Microsoft took over from | 
defined the computing experi 


Will Live (Microsoft's latest sea 
offering) help you close the gap? 

Well, if you look at the world 
broadly, ! don't think that peo 
look to Google for leadership 
computing. Google is a company. 
which has done a small numbe 
things well, particularly 
and advertising. We stated 
that we waited too long to ev 
ally chase them down relative to 
some of those capabilities. But we 
don't think they have an unassailable 


going live with our own search 
capability. By all analytic measures 
the distance between the quality of 
search results between our prod- 
uct and Google is becoming very 
small. We launched our own 
advertising capability. We think we 
have done a pretty good job. That 
said, there is going to be a continu- 
ous footrace with them in those 
key areas. 

It is hard to know what the 
broad public thinks is cool at any 
given point. 1 think particularly the 
younger demographic thinks iPod 
more cool than Google. For them 
Google is utility function whereas 
their phone and other devices are 
stylistically more a part of their life. 
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It is interesting in the gaming 
industry, people think Microsoft's 
Xbox is cool. As we move forward 
to integrate phones, games, televi- 
sion capabilities into an evolved 
set of physical devices and services 
that relate to them, those devices 
might become cool. I don't think 
anybody has a persistent franchise 
on that. Google, within the financial 
community, (has been) accorded a 
significant value in the last few 
years; that like many other things is 
fairly fragile. 


Security has been a prime area of con- 
cern both for enterprises and con- 
sumers. How do you plan to address 
this? 

It is actually five years ago that Bill 
Gates and І started the trustworthy 
computing initiative. Five years 
later, we think that was a very 
important thing that we did. It 
allowed us to change in a very fun- 
damental way the process the com- 
pany used to engineer all its soft- 
ware products and services. It is 
notable that Vista would be the 
first product in the world, which 
would have been completely 
designed with the security life cycle 
methodology that was developed 
with trustworthy computing ini- 
tiative. We think Vista represents a 
quantum change in the security of 
systems we provide to people. We 
made substantial progress even with 
the traditional system. If you look at 
the global press, it is interesting to 
see that Microsoft has moved from 
being the brunt of jokes and criti- 
cism about security; people now 
broadly acknowledge that this ini- 
tiative has made real progress and 
the company is in a leadership 
position today. 

The last step from consumers 
point of view is that both in 
Windows XP and now in Windows 
Vista, there is our ‘One care serv- 
ice’ where they will be able to have 
essentially Microsoft as their IT 
department. (This will help them) 
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deal with many of the adm- 
inistrative and updating mecha- 
nisms associated with the overall 
security use of their computers for 
their small businesses at home. 
That is another step forward. 





How much does Microsoft spend on 
research? What has the India research 
team been working on? 

I don't think we quote a specific 
number for research alone. It is 
well known what we spend in the 
aggregate on Research & Devel- 
opment. ($7 billion). Clearly we 
are working on pure research for 
computing science related capabil- 
ities here. Anandan (P. Anandan, 
the company's India research head) 
and his team have been expand- 
ing and (have) chosen five, six areas 
they want to focus on. He should 
comment on it. The progress here 
looks good. 

Anandan: We have a little more 
than 40 people. Most of them are 
Ph.Ds, some of them have returned 
from abroad. We work in six areas 
including technology for emerging 
markets. It is not limited to but in- 
spired by India. The Multimouse 
(technology that makes it possible to 
use multiple mice on a single com- 
puter; a great educational aid 
especially in countries such as India 


IS INTERESTING 
SEE THAT 


THE BRUNT OF JOKES 
AND CRITICISM 
ABOUT SECURITY" 





where schools cannot afford to have 
a computer for every student) proj- 
ect was done here. Rigorous 
software development is another 
area. We have a group working on 
multi-lingual system and machine 
translation. Then there is work on 
cryptography, security, algorithms, 
hardware communication, geo- 
graphical information systems, 
advanced development and proto- 
typing, and systems works on wire- 
less networking, sensor networks. 
There is also some work being done 
on landslide detection (software) 
with irr Mumbai. 


The governments of a few states (in- 
cluding Kerala; see The Bi-polar State, 
Page 180) have been backing Open 
source. They have said No to Microsoft 
and No to Windows. What is your 
position on this? 
First, even in the Kerala case, the 
somewhat inflammatory statement 
that was originally made was a bit of 
overstatement. They softened it 
considerably once people began to 
question it. Our view is that, gov- 
ernment policy should be neutral 
relative to procurement and choice. 
Governments should be creating 
an environment where people have 
the freedom to choose what they 
want to use. They would be better 
advised spending some of that 
energy addressing future issues of 
inter-operability. 

Microsoft has deeply thought 
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about this relationship with the 
evolving open source or free soft- 
ware environment. In fact, just yes- 
terday, with respect to all web serv- 
ices standards, we have gone open 
with the specifications unilaterally. 
We are not against one or the 
other (of opensource or GPL, as the 
GNU general Public Licence is 
known). Each has a different 
implication. Take shared source. 
In a university environment, sharing 
of knowledge is a fine thing. If you 
"move this into commercial (space) 
that too is a fine thing. We have 
been concerned about certain of 
the licensing leading to elimination 
of intellectual property. The GPL 
model of Richard Stallman has been 
developed because he is opposed 
to the concept of IP. We don’t agree 
with that. 

Most people are moving 
towards supporting IP leading to 
innovation. We are careful to dis- 
tinguish about what we are troubled 
about when we comment on this 
thing. Our own shared source imi- 
tative is one way of making available 
free licences for technology, aca- 
demic and.student purposes. 


What about affordability and piracy 
issues? What is this new pre-paid card 
(for software usage) Microsoft is talking 
about? How will it work? 

Piracy has been high in many coun- 
tries and it has nothing to do with 
affordability. The reason we say 
that is because the money people 
spend on hardware is higher than 
the variable amount that they claim 
they can’t afford for software. It is 
a specious argument to say that 
software piracy is an affordability 
issue. It is more a cultural issue in an 
environment, which does not value 
intangible assets enough. 

Partly, it is a government and 
policy issue too. If there is no edu- 
cation or enforcement to create a 
deterrent value, there is a problem. 
That said, in countries like India, in 
a larger sense, there could be an 
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affordability issue not just from the 
software view but from the aggre- 
gate cost of computing, It is pretty 
interesting that (in the case of) sev- 
eral people who say they have an 
affordability problem, their monthly 
cellphone bill is higher than what 
they say they cannot afford to pay 
for software. So clearly it is more a 
question of what do they value and 
the manner in which they are 
accustomed to buying it. 

Learning from the cell phone 
industry, the software and hard- 
ware industries have come together 
to make usage on a ‘pay as you 
use’ basis as opposed to upfront 
licensing. Since the computer is sold 
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independently of the service, there 
is no on-going service revenue. So 
for affordability's sake why don't 
people buy on credit? We recognise 
that people in India don't have 
access to credit. So it is a problem of 
credit not affordability. 

We engineered a new tech- 
nology, which will be brought to 
the market in conjunction with 
hardware plavers called Flexco. 
Utilisation can be metered just like 
in cellphones. Here the computer 
disables itself if it is not fed. So 
people can pay for software on 
usage basis. It is a machine sys- 
tem solution. It is on the ground 
and operational already in Brazil, 

















we will make arrangements for 


OEMS in India also to follow the 
same path. 


Finally, about Microsoft in India. Is the 
country still more a resource base than 
a market? | 

We have between 3,000-4,000 peo- 
ple working here in sales, software 
development, technical support, 
research and other activities. India is 
a very important market and 
resource base for us and 1 expect it 
will grow in the years to come. Ш 
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Call centres still account for 82 
per cent of the ITES industry's 
revenues, but to stay competitive 
in the long term, India's BPOs 
must look into more critical and 
high value processes. 


Г IS QUARTER PAST THREE IN THE MORNING. SITTING 

in her well-lit cubicle at a leading call centre on 

Bangalore's Hosur Road, Sally, aka Shalini 

Mathur, is on the phone, coaxing a Californian 

resident to opt for a pre-approved loan from a 
global banking giant. The monitor in front of her 
displays the credit history and creditworthiness of 
the prospective client. After explaining certain details 
and double-checking some credentials in a four-minute 
chat, Sally signals a thumbs-up to her team leader 
hovering anxiously in the background. A loud cheer 
breaks out in the room as the team celebrates hitting the 
shift's goal of 20 closures. 

One small deal for a call centre agent, but yet 
another (giant) vindication of a business model that 
didn't exist as recently as 1999. Indeed, it is on such 
minor triumphs that India's rr-enabled services (ITES) in- 
dustry has been able to build a projected $8.5-billion 
(Rs 39,950 crore, 2006-07) business from nothing, 


employ 520,000 people, and become the country's 
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On A Roll 


Ву 2010, the Indian ITES indt 
in excess of $18 billion 


stry could have revenues 


„And Employ 1.4 Million ү. 
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© 415,000 
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The BPO Stack-up 


Here are the top 10 BPOs by revenues 





COMPANY REVENUES 
Genpact Rs 2,218.5 crore 
Undertakes BPO services through 23 centres globally 
WNS Rs 921.15 crore 
A leading BPO services provider for travel and tourism 
Wipro BPO Rs 762.7 crore 
Is in the midst of a move to higher-value services 

HCL BPO Services Rs 587 crore 
One of the earliest to acquire a presence overseas 
ICICIOneSource Rs 553.5 crore 
Has moved into KPO with its Pipal Research buy 

IBM Daksh N.A. 
Claims to have grown revenues 100 per cent since 2004 
Infosys BPO Rs 380.84 
Gets 80 per cent of its revenues from data-based services 
Aegis BPO Services Rs 309.15 crore 


Focuses on multi-channel customer support services. 


EXL Services N.A. 
The former captive centre is now a third-party vendor 


24/7 Customer N.A. 
Provides mainly voice-based services 

















Genpact CEO Pramod Bhasin: A third of the BPO's customers figure in Fortune 200 


NIIT presents Imperia, a Centre for Advanced Learning created exclusively for king professionals; It offers specially designe 
short-term ánd long-term programs from some of the finest institutions across the country. МИТ Imperia gives you the chanc 
to become a student of these institutions, in case you couldn't in the past due to work commitments. These programs in Manageme: 
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"with lectures and invited corporate insights. 10 years’ work experience is a prereq 
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OST-GRADUATE CERTIFICATE PROGRAM IN SALES & MARKETING - ПМ Indore 


‘he 1-year program provides foundational and advanced concepts in sales and marketing to enable executives become effective 
actitioners of the function. The program emphasises case studies and includes supervised project work. Recent entrants to sales 
d marketing, and experienced sales professionals seeking comprehensive conceptual updates will benefit from this program. 
andidates with 1 year's relevant experience preferred. 


OST-GRADUATE CERTIFICATE PROGRAM IN MANAGEMENT - IIM Indore 


'he 1-year program equips young managers in the concepts, principles and applications of modern-day management. It provides 
¿sential knowledge and skills in all functional areas, and applications through case-studies. The program is designed for executives 
:eking foundational inputs prior to career growth, and practising managers keen on comprehensive training. Candidates with 
years' work experience preferred. 


Il programs include intensive workshops at the campus of the respective Institute for about one week. All programs lead 
» certification by the Institute. 





For further details, log on to www.niitimperia.com 
or call at 1800 180 6060 (MTNL/BSNL) or 6000 6448 (others) or SMS IMPERIA to 6161 





SoS) HESERSESESSN Te THE IMPERIA EDGE 


Academic Partnerships with the most prestigious institutions * Powered by NIIT's expertise in the design and management of distributed 

lucation * State-of-the-art Synchronous Learning technology * Single application and admission process for all programs * Specially-designed 

clusive NIIT Imperia Education Centres * Co sive Learning Management System with Online Assessments * Peer-to-peer collaboration 

imong students * Campus visit by students and Centre visits by faculty * Student Flexibilities appropriate for working professionals * Class 
archives and classroom session replay-on-request * Placement Assistance * Bank Loans and Scholarships 


Academic Partners 


C #2 


P», “7 
xem 





7 eripi 


лс! ам INDORE 





NIIT IMPERIA Centres: New Delhi: 12, Ring Road, Lajpat Nagar IV, New Delhi - 110024; Bangalore: 1st Floor, No.74-2, Sanjana Plaza, Elephant Rock 
Road, 3rd block, Jayanagar, Bangalore - 56001 1; i: Ist Floor, 27 & 28 Dowlani Towers, Dr. Radhrakrishnan Salai, Chennai - 600004; 
Hyderabad: 2nd Floor, 205 & 206, Babukhan Estates, Basheerbagh, Hyderabad - 500002; Kolkata: 3rd Floor, ЗА Shekspheare Sarani, Beside AC Market, 
Theater Road, Kolkata - 70007 1; Mumbai: C3 Ground Floor, Balaram Building, Bandra Kurla Complex, Bandra East, Mumbai - 400051 


»nditions apply. Features listed may vary between programs and centres. CONTRACT. NUTOOSSS 
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Infosys BPO's Chaudhry: He believes that a 
true BPO should mirror the back office 
operations of most large corporations 


calling card around the world. The rush to outsource 
back office work to India has been so strong that the in- 
dustry, also known as business process outsourcing 
(BPO), has grown at a compounded annual rate of 35 per 
cent over the last five years. 

Yet, the ITES players, or BPOs, are beginning to feel 
a little vulnerable. That's partly because despite its 
soaring revenues, the industry is fragmented and there 
are new low-cost outsourcing destinations emerging else- 
where in the world. Sure, the top 10 BPOs account 
for about 20 per cent of the industry's revenues (see The 
BPO Stack-up), but there are 190 other players. Besides, 
about 80 per cent of the $6.3 billion (Rs 28,350 crore 
then) in revenues last year came from voice calls, 
whether it was outbound calls (that is, a marketing call 
like Sally's) or inbound calls from customers for assis- 
tance. When a BPO from India pitches for a contract, it 
often must fend off contenders from countries such as 
Hungary, Ireland, Czech Republic, China, Vietnam 
and the Philippines. 

We'll come to the country challenge towards the 
end, but, meanwhile, what's wrong with voice? As I1 
major Wipro discovered soon after acquiring Delhi- 
based Spectramind four years ago, voice is too com- 
petitive a market with low margins. Whereas a more 
value-added work, such as accounting or claims man- 
agement, takes only as much in terms of investment per 
seat, but fetches more revenues. Says Sudin Apte, 
Senior Analyst and Country Head (India), Forrester 
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Research, a consulting and research firm: *While what 
has been achieved is commendable, players must realise 
that low cost alone cannot be a permanent advantage. 
Other low-cost emerging destinations may eventually 
undercut India on price." So, while voice business 
may be easier to acquire, it will increasingly get harder 
to retain it unless players move away from ‘риге voice’ 
to ‘value-added voice’. 

The good news: The shift is already happening 
from low-end voice work to higher-end data work, as- 
serts Ashish Taneja, CEO, Vertex (India). Lately, he 
notes, there has been an increased focus on acquiring 
non-voice processes, as many BPO companies are look- 
ing to expand their areas of services and expertise, 
which would in turn help the industry grow to a more 
mature level. Taneja feels that voice work requires a lot 
of operational management bandwidth and expertise 
with hands-on focus on day-to-day operations, Others 
like Louis Hall, Chief Operating Officer, Xansa (India), 
point out that the transition from a low-end voice-based 
work to a more knowledge-based work has become 
mandatory for the industry to survive and grow. 

There are others, however, who believe that voice 
in itself can be an extremely profitable proposition 
and a move towards data is not inevitable. “We don’t 
believe that voice is low-end,” declares S. Nagarajan, 
COO, 24/7 Customer, a Bangalore-based BPO. “It is a 
myth that needs to be busted. Fortune 500 companies 
are handing over their end-customer experience 
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DEEPAK G PAWAR 


The BPO Break-up 


Customer interaction and finance and accounting fetch more than two- 
fifths of the industry's revenues. 


HR 
Administration 3 





Figures in per cent 


management to companies like us. Their brand value 
depends on how we manage their end customers, and 
that is not low value.” Ananda Mukerji, MD and CEO, 
ICICIOneSource, also says that voice services can be 
highly profitable and sustainable. 

Perhaps what most BPOs will end up doing, as 
Sandeep Dhar, President, Mphasis BPO Services, says, is 
add non-voice work to voice. After all, work that is low 
on knowledge and high on repetition can easily be 
automated with technologies such as Interactive Voice 
Recognition System. And work that is low on 
complexity or expertise can easily be offshored to a 





be profitable at present, the BPOs should use this 
opportunity to move up the value chain 
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The KPO Opportunity 


Information management and analytic research are big drivers of this 
$1.2 billion-a-year industry. 
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KPO current market size estimated at $1.2 billion 
Source: NASSCOM, neolT, company reports 


Figures in per cent 


more low-cost country than India (see The India 
Advantage). “At present, voice may be profitable, but the 
BPOs should use this opportunity to move up the value 
chain," says S. Satpathy, Senior Director, neoIT, a 
consulting firm. 


Needed: Differentiation 

For that to happen, Indian BPOs will have to develop 
deep domain expertise. They will have to start diff- 
erentiating themselves based on their domain expertise 
and knowledge of verticals. “Right now, Indian players 
are trying to be everything to everybody. This is not a 
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DOMESTIC OUTSOURCING 


As cost pressures mount, domestic companies will want to outsource. 


HY DOESN'T A COUNTRY CONSIDERED THE GLOBAL 

back office believe in outsourcing itself? Of 

the BPO industry's 2005-06 revenues of Rs 
28,350 crore, a bare 8 per cent came from domestic 
customers. Will the domestic market grow? Almost 
certainly. As competition intensifies and compa- 
nies come under greater price pressure, they will in- 
evitably look to outsource their non-core functions. In 
fact, a recent NASSCOM-commissioned, IDG survey 
reveals that the domestic outsourced market for 
back-office work could be as big as Rs 6,608 crore 
by 2008. For IT services, the figure is significantly 
higher at Rs 15,604 crore. One reason why domestic 


viable model," says Forrester's Apte. That would mean 
a BPO just focussing on, say, payroll management, 
mortgage transactions or credit risk assessment. 
Otherwise, the BPO would need to create verticals 
where it builds strong domain expertise. “We have 
been targeting non-voice business for a while and this 
contributes 70 per cent of our business. We focus on of- 
fering industry-specific solutions covering voice, no-voice 
and КРО processes," says Neeraj Bhargava, CEO, WNS. 
Some like 24/7 Customer's Nagarajan already see the in- 
dustry entering its *third generation'. While the first gen- 
eration was all about cost and quality play, and the sec- 
ond was about process improvement, "the third gen- 
eration is all about moving from cost to value play—a 
clear shift from offering services to offering solutions". 

Not surprisingly, then, the buzzword in BPO, as 
much as in IT, is business transformation. Customers 
aren't merely looking for lower costs or better processes. 
They want processes that dramatically improve their 
own business performance. With the result, the BPO in- 
dustry, although less than a decade old, has been re- 
aligning itself. The most significant development is 
the coming together of IT services with rres. Although 
not many IT companies would concede now, they 
were late to spot the synergies with TEs. Infosys Tech- 
nologies did not set up its BPO arm, Infosys BPO (earlier 
called Progeon), until 2002; Satyam Computer Services 
launched Nipuna only in 2003; Tata Consultancy 
Services didn't have a BPO division until 2002, and 
Wipro, recognising that it was late to seize the oppor- 
tunity, acquired Spectramind in July 2002. “We started 
in 2003 with a large voice engagement, which was ba- 
sically what we needed to give us the size to get 
started," says Venkatesh Roddam, СЕО, Nipuna. 

It hasn't been easy for IT companies to manage 
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back-office outsourcing has been slow to take off is 
that there's no significant cost arbitrage in labour. But 
that won't be the yardstick anymore. Having cut their 
teeth on processes of large global corporations, 
BPOs will be valued for the value-addition they 
bring to processes. The customer, in turn, will be free 
to focus on activities more critical to its competi- 
tiveness in the global markets—things like innovation, 
quality, and brand. Says Partha Sarkar, CEO of 
Bangalore-based Hinduja TMT: "We are seeing 
strong growth in the domestic outsourcing market, 
specially in the telecom, banking and insurance 
domains. This is the way forward." 


their BPO business (Roddam says a year ago, most of his 
time was spent on day-to-day issues rather than strate- 
gic issues). But integrated offerings are giving them an 
edge in the market place. For instance, the big rr play- 
ers can cross-sell their BPO services to existing soft- 
ware services customers, and offer a price and service 
proposition that can be hard to beat for a stand-alone 
BPO. Indeed, a few pure-play BPOs have cottoned onto 
this fact and are tying up with system integrators and 
other software product and service vendors. 
ICICIOneSource, for example, has struck a marketing al- 
liance with Metavante Corporation, which in turn 





24/7 Customer's Nagarajan: Doesn't believe 
that voice is low-end, but says the industry is 
entering its 'third generation' 
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HCL celebrates 30 sparkling years. | 
And here's to.our employees, customers, partners and shareholders, · SE 
who lead us to new discoveries everyday. a 











What's an appropriately 
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THE INDIA ADVANTAGE 
Despite fresh competition, India has a clear leg up. 


several new challengers to India's position as 

the #1 outsourcing destination. Among them 
are China, the Philippines, Brazil, Ireland, Poland, 
Hungary and the Czech Republic. While it's quite 
likely that a few of these countries will take away 
some work from India (especially, voice-based, 
nearshore work), it will be a while before any of 
them becomes an equal altemative to India. Why? For 
starters, cost apart, none of these countries has the 
kind of IT skills that India has and neither do they 
have manpower supply that comes anywhere close 
to India's (there will 17 million people available to the 


Ae OFFSHORING INDUSTRY HAS SPAWNED 


has picked up an 11 per cent stake in iciciOneSource. 
"The strategic partnership will open up the client base 
for ICICI and penetrate the American market, where we 
are a relatively unknown brand,” says Mukerji. 
Metavante is one of the top three bank technology and 
payment processors in the Us, and works with 91 of the 
top 100 banks in America. 


Beyond BPO: KPO 
KPO, or knowledge process outsourcing, is quite a 
different world compared to BPO. Here's a scene that 
should illustrate the difference: It's a recent day in 
Bradford, Massachusetts. A 28-year-old female accident 
victim has just been rushed to the St. Luke's Hospital 
half-past-two in the morning. In the emergency room, 
doctors perform various scans like x-ray, MRI and CI 
scan on the victim. Within three minutes of the scans be- 
ing generated, a radiologist sitting in Whitefield, 
Bangalore, receives the images online, studies them and 
sends back a report, enabling the doctors back in the us 
to take appropriate actions to save the patient's life. 
Time taken from the moment the scans are taken to the 
radiologist’s report going back to the doctors: 20 min- 
utes. Unlike our Sally, Dr Arjun Kalyanpur doesn't 
cheer every such incident, but the Yale-trained doctor 
sure knows that he has a good thing going. His four- 
year-old Teleradiology Solutions is a classic example of 
the KPO opportunity that India has begun to tap. 
With its vast pool of well-trained professionals 
like doctors, engineers, teachers, lawyers, chartered 
accountants, MBAs to even journalists, India is experi- 
encing a second wind in the BPO space, doing everything 
from equity research to business and technical analysis 
to animation to IP filing to accounting advisory services. 
In other words, the top end of the BPO value chain is the 
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IT industry by 2008, NASSCOM estimates). 
Therefore, in terms of integrated services (IT and 
ITES), India has few competitors. Even in pure- 
play BPOs, India has rapidly consolidated its 
strengths. "Very few countries can match the depth 
and breadth of services offered by Indian BPOs,” says 
S. Sabyasachi, Director (Research), neolT, a global 
offshoring advisory. Some segments of the industry 
such as customer support (both voice and non- 
voice) and finance & accounting have matured over 
the years, but there are new opportunities opening up. 
These include nascent areas such as content man- 
agement, legal process outsourcing. 


КРО industry. Unlike voice-based work, in КРО the 
billing rates can be as high as $26 or Rs 1,222 per hour 
per seat and the margins are also correspondingly 
higher. In 2005-06, of the $6.3 billion earned by the 
Indian BPO sector as a whole, $1.2 billion or nearly a 
fifth of it came from KPO work. India's rr Ministry 
estimates that by 2010, India can tap 15 per cent of the 
$54 billion (Rs 2,53,800 crore) global kro opportunity. 

It is not just the billing and margins that separate КРО 
from BPO. Unlike low-end BPO, which is necessarily a 
game of scale, KPO can be niche and still extremely prof- 
itable. Lokendra Tomar, УР, Integreon, which is into 
document, content and knowledge services, says that 





Marketics’ Ramakrishnan: His company mines 
data and advises clients on stocking and display 
decisions, thus increasing their profitability 
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m lt has high process and system maturity, 
besides breadth and depth of services offered 


m lt still has the low-cost advantage and the ability 
to offer integrated IT and ITES solutions 


m Market opportunity is largely untapped even now, 
and BPOs can innovate rather than transplant 
existing processes. Besides, they can develop 
vertical expertise 


even a 200-300 people operation is viable. Amitabh 
Chaudhry, СЕО & мр, Infosys BPO also claims that his 
company has been alive to the KPO opportunity from 
day one. *When we started in 2002, we took the 
view that a true BPO should mirror the back office op- 
erations of most large corporations—that is while 
voice is an important part of the operations, it is not 
the dominant part." As a result, the contribution of 
voice to Infosys BPO's topline of Rs 380 crore is less 
than 20 per cent. КРО in itself fetches around 10 per 
cent of the revenues. 

Another major advantage in KPO is that attrition rates 
are much lower: 25 per cent versus 70 per cent. “The 
knowledge and skill sets required in a КРО are high and 
pay scales are also proportionately higher," points 
out Gautam Sinha, CEO, TVA Infotech, a placement 
advisory firm. It is not uncommon to encounter Ph.D's, 
IIT- and iM-trained professionals working in КРОЗ. 
And the engagements can be interesting. For instance, 
lawyers with medico-legal outlook were employed by 
a Bangalore-based legal BPO that in turn was working 
with the main legal team of pharma giant Merck in its 


Where's The Money? 


Analytics is a sweet spot that the industry wants to tap. 
Data Entry EB d 4-7 
| 


Voice 6-9 
Transaction 


Processing 9-12 


KPO 12-18 


Г Шын >> 


(Analytics) | 
Figures in $ are industry average rates per seat per hour; can vary by company, customer 
Source: NASSCOM, neolT, company reports 


130 BUSINESS TODAY OCTOBER 8 2006 


AGAINST 





m High rates of employee attrition and a lack of 
specialisation in services 


m The proportion of English-speaking population is 
limited and there isn't enough supply of 
quality graduates 


m New low-cost BPO destinations are emerging and 
the BPO backlash continues to simmer. 
Besides, there are security/fraud-related issues 


Vioxx battle. Since this is a niche area of expertise, 
salaries are high and people less prone to switching jobs. 

Unlike BPOs, a KPO's central proposition is not 
wage arbitrage. Yes, that certainly is one part of it, but 
in some segments such as equity research or financial 
modeling, relatively easy availability of high-end skills 
is the driver for offshoring. Take the case of Marketics, 
an analytics firm that advises its customers (like su- 
permarket chains) on important stocking and display 
decisions. “It is not about cost. Supermarkets sit on 
loads of data. We mine that data, add value and advise 
clients on how to become more profitable," says S. 
Ramakrishnan, CEO, Marketics. 

A NASSCOM-Baring Private Equity Partners (India) 
report for 2005-2006 indicates that the global market 
size for analytic services alone could reach $14-16 
billion (Rs 65,000-75,200 crore) by 2010, growing at 
45 per cent a year. Of this, up to $12 billion could be 
supported from India-based delivery centers, reckons 
the report. There are a few causes for concern. Ashish 
Gupta, COO, Evalueserve, points out that on an average 
Indian salaries in the sector are going up by 14 per cent 
and that there is a supply constraint in talent. Tomar of 
Integreon, however, pooh-poohs fears of a talent 
crunch. “We produce 25-30,000 Mas a year, of which 
nearly 5,000 qualify for кРО industry. We also have 
enough lawyers, bio-technicians and teachers." 

Tomar's comment in a way answers the larger 
question of India's competitiveness as a global off- 
shoring destination. There's simply no other country in 
the world that churns so many inexpensive, English- 
speaking graduates. Besides, Indian BPOs and KPOs are 
setting up centres closer to their customers and acq- 
uiring BPOs abroad (see Time to Consolidate? on page 
142). Therefore, as far as the eyes can see today, India 
should remain the global back office of choice. 
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Is your brand reaching out to people who really matter? 


People with purchasing power? More 
importantly, are you talking to people 
with inclination to experiment with new 
products and services? If so, we are 
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As any seasoned r er will teli y 
ihe most potent markets o! Maharashtra 
with the exception of Mumbai and 


Pune, remain largely under tapped 








Precious resource: Soaring demand and a lack of supply have made manpower scarce for BPOs 


Inadequate and fickle manpower is perhaps the single-biggest problem 
facing the industry. Worryingly, there are no immediate solutions in sight. 


MAGINE THAT YOU ARE A BPO AND HAVE A WORK- 
force of 16,000. Also imagine that, of them, 
1,300 quit every month. At Wipro вРО, where 8 
per cent of the workforce turns over every month, 
the HR team doesn't have to imagine. Employee 
attrition is something it needs to deal with every day, 
indeed, every hour. Don't feel sorry for Wipro BPO. It's 
actually one of the luckier players in the space. At 
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Satyam Computer Services’ BPO arm, Nipuna, the 
attrition rate is a terrifying 70 per cent per annum in 
voice and less than 20 per cent in non-voice; at Infosys 
BPO (until recently, Progeon) the “attrition rate on an an- 
nualised basis is 41 per cent”, admits the company 
CEO & MD, Amitabh Chaudhry. 

If there is one overwhelming problem that BPOS in 
India face, it is of people management. There's both 
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high attrition and a paucity of talent. In an industry that 
employs around five lakh people, attrition runs at a crip- 
pling 70 per cent. “It is not getting business or managing 
customers; the single thing I worry about is attracting, 
retaining and motivating employees," avers S. 
Nagarajan, Co-founder & coo, 24/7 Customer, where 
the attrition rate is 35 per cent. 


Don't Blink, or She'll Quit 

Last financial year, the ITES sector added 100,000 jobs, 
but with most companies increasing headcount by a 
third every year (in the face of 70 per cent attrition), 
recruitment has become the main task of the HR 
departments at BPO companies. According to a NASSCOM- 
McKinsey report, of the 2.3 million people required by 
the rT-ITES sector by 2010, India might face a shortfall 
of about five lakh workers, primarily in the BPO space. 
The tres sector alone would require a minimum of 
1.4 million people by 2010, even by conservative esti- 
mates. Moans the chairman of a large company who did 
not wish to be named: “All we need are English-speak- 
ing graduates. We train them, pick them up and drop 
them, pay them five-figure salaries every month, give 
them an air-conditioned work environment and even 
food to eat at the company’s expense, and all they do 
is run away every other month.” 


Attrition has a huge impact on a BPO’s delivery 
ability. On an average, a company spends anywhere 
between Rs 25,000 and Rs 50,000 to train an employee. 
So, there’s a cost implication. More importantly, serv- 
ice levels fluctuate when there is employee churn, 
never mind its impact on employee morale. What really 
ails the BPO worker and makes her (it is mostly a her, 
since six out of every 10 employees are women) do a 
hop, skip and jump, every now and then? Blame it on 
the nature of work. Most ВРО work is tedious, repeti- 
tive, and mind-numbing. Also given the odd working 
hours (mostly nightshifts), workers—typically, young- 
sters in the age group of 21 to 27—have their social 
lives and biological clocks disrupted. 

Then, there's a bigger problem. For most of the BPO 
workers, the call centre is their first place of employ- 
ment. However, after a few months into the job, they 
get disillusioned by the nature of work and the appar- 
ent lack of growth avenues. “Nobody works in a BPO 
thinking that it is a life-long job, and that is one prob- 
lem,” says Vikram Talwar, CEO and Vice Chairman, Exi 
Services. Agrees Vinayak Sanjay Urs, Director, Plakon 
Consulting, who points out that, internationally, 
attrition in the BPO sector is around 25-30 per cent. 
"Some people jump from one call centre to another just 


to move with a friend or for a ‘change’,” says Urs. 





The cost factor: It costs a company beween Rs 25,000 and Rs 50,000 to train an employee 
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NASSCOM!'s Karnik: In his opinion, the 
industry needs to train its manpower in basic 
skill sets like articulation and logical reasoning 


*Given that demand exceeds supply, people sometime 
jump just for the sake of it." Apparently, the no-poaching 
arrangement in the industry doesn't work all that well. 

But can workforce-related problems get severe 
enough for some companies to shut shop? Yes, they 
can. [n the last six months, a number of outfits, in- 
cluding Sykes, Apple, Pervasive Computing, PowerGen 
and BelAir Communications have shut their India 
operations. While some like Pervasive have moved 
work to Indian players (Aztec Soft in this case), others 
have cited a host of reasons, including cost and people 


EXL's Talwar: One reason fe 


rate, he fee hat nob 
thinking that it's a job fo 





challenges (attracting and retaining them, as in the case 
of Apple) for shuttering India operations. K.P. Balaraj, 
Managing Director, Sequoia Capital India, says that 
companies offshoring should first carefully examine 
what processes can be done from afar. Also, scale is a 
critical component. In a 30-member operation (which 
was the size of Apple's India unit), what is the career 
growth path and opportunity for employees, never 
mind the viability of the unit? asks Balaraj. "No won- 
der, in spite of a great brand name, some of them find 
it difficult to retain people." 


A MATTER OF TRUST 


Security of data is a major concern for customers, and BPOs are going out of their way to address it. 


HY DO SOME YOUNG BPO WORKERS COMMIT 
Wes like stealing sensitive customer inf- 
ormation or misusing credit card and bank 

account details? Blame it on whatever you will—youth, 
lifestyle or even lax security systems. The fact is, with 
every instance of fraud that is reported in India (re- 
member the Mphasis and HSBC incidents?), the 
anti-offshoring brigade's voice gets a little shriller, never 
mind that such frauds happen everywhere else in the 
world. “Such incidents cast a long shadow on the BPO 
industry, however, we are confident that compa- 
nies can deal with these loopholes with a zero-tol- 
erance approach to errant employees and stringent cer- 
tifications," says NASSCOM President, Kiran Karnik. 
As a result of these incidents, BPOs have gone out 

of their way to make their workplace secure. 
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Employees are frisked, access is controlled, pens and 
cell phones are not allowed on work floors. Agents 
have standing instructions to blank out work screens 
when colleagues try to take a quick look, and bags 
are searched while entering and leaving secure 
facilities. Work stations offer little external access to 
associates, since internet access is not available, 
external drives can't be connected and even printers 
are off limits. To top it all, NASSCOM has mooted the 
development of a registry of employees so that 
companies can verify the antecedents of recruits. 
Sandeep Dhar, President, Mphasis BPO, points out 
that 96 per cent of his 8, 100-strong workforce is 
already registered with it and the goal is to become 
100 per cent compliant. Needless to say, there 
will be pressure on others to follow suit. 
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Supply Crunch 
Lack of manpower must seem strange in a country that 
is home to more than a billion people, and where the 
unemployment rate is between 8.1 per cent and 11.7 
per cent (for males and females, respectively, in urban 
areas) and disguised unemployment vastly higher. 
Raman Roy, who was among the first to run a BPO in 
the country (he sold his stake in Spectramind to Wipro 
in 2002), says the reason why manpower is in short sup- 
ply is that India has job seekers who are educated but 
unemployable. “We have a short supply of skilled and 
employable workforce. If India wants to retain its 
global leadership in the BPO industry, it will have to in- 
vest heavily in the training of its workforce," he says. 
Kiran Karnik, President of industry lobby Nass- 
COM, agrees and says that this is an issue the industry 
and government will have to address immediately. 
There are certain *hygiene' skill sets, Karnik says, that 


RAJ KUMAR 


prospective employees lack. These are related to pres- 
entation and articulation, logical reasoning and nu- 
meric ability. In a bid to improve the situation, NASSCOM 
has tied up with the National Accreditation Council to 
introduce a GRE-like testing system that it expects to roll 
out on a pilot basis by the end of the year. 
Meanwhile, companies are also trying to tap into tier- 
П cities such as Mysore, Mangalore, Vizag, Jaipur, 
Mohali, Coimbatore and Kochi. “We needed to look be- 
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yond the metros for prospective employees, but by 
setting up operations in tier-II cities, we have been 
able to tap into a larger pool of talent,” says Sandeep 
Dhar, President, Mphasis ВРО. 


Making Them Stay 

Expanding presence geographically is only part solution 
to the attrition problem. All said and done, the big cities 
are where the best educated and most skilled workforce 
is available, and the BPos have to figure out ways of 
making employees stay. Noida-based EXL’s Talwar, 
for instance, says that his BPO has been able to bring 
down attrition levels after shifting from voice-based 
services to back-office services. (Interestingly enough, 
attrition is the highest in voice-based work; in trans- 
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action processes, it is at around 25 per cent 
and just 10 per cent in the KPO space). Xansa, 
a high-end КРО, says that the absence of 
graveyard shifts helps minimise employee 
departures. Companies are taking a number 
of other steps to stem the outflow. Ashish 
Taneja, CEO, Vertex, says that his Gurgaon- 
based BPO provides opportunities to 
employees for their career advancement and 
enhancement. “There are lateral movements 
within the organisation, and employees are 
trained/re-trained on a regular basis," he 
says. Yoga sessions and dance classes are 
also thrown in to energise Vertex's young workforce. 
Some others are also focussing on hiring older people 
and even housewives, since they tend to be more stable 
and less prone to job-hopping. 

But like NASSCOM's Karnik says, improving quality 
of education and ensuring that more children in India 
get educated (and in English) have to be the long- 
term answers to the industry's people woes. Until 
then, churn will be a way of life for India's BPOs. M 





Increasing employee | 
engagement by 596 а | 

can add 2.496 to a business’ $ | 
operating margin. 





PERCEPTIONS! This framework then becomes a 
“HR is nota strategic business unit.” Strategic tool. It gives you a competitive 


E edge, that clearly impacts the 
HR does not contribute much to the bottomline and proves to your line 





Ramco HRMS bottomline,” management that it can generate 
кы? (uo 501] 1 sl a ИЕАЗ ey “HRis acost centre.” compelling ROL 
REALITIES! We have astounded CEOs and CFOs 


тте with our HR solutions. If you would like 
investment in any other function or asset" 


In today's intelligence driven economy, it is Ramco HRMS loaded 
people, who predominantly contribute to an ir fully 


organization's growth. Workforce Management | 
With its configurable business processes, Бире Ремо hg T 

change on demand functionality and \ 
powerful tools, Ramco HRMS helps HR 

managers build à composite framework, 

fusing together components of business 

andHR. 


For more information on Ramco HRMS call us at +91 44 2220 4327 
or e-mail us at info (D rsi.ramco.com 
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HEN MUMBAI- 
based TransWorks, 
the BPO subsidiary of 
Aditya Birla Nuvo, acquired 
Canada's Minacs for $125 million (Rs 2 

587.5 crore), it suddenly leapfrogged from nowhere to the second The M RA Trail 

largest player in the Indian ВРО space. How? Thanks to its parent- There haven't been too many deals 

age, TransWorks was able to buy a company seven times larger than SEN 

itself (In 2005, Minacs reported revenues of C$290 million, je $260 but the ones that happened were significant. 

million). *I won't be surprised if the first billion-dollar acquisition 

by an Indian company happens in the ITES rather than IT space,” 

quips K. P. Balaraj, Managing Director, Sequoia Capital (India). Wipro Spectramind Jan. 2003 $95.5 million 
For India’s BPO sector, consolidation through mergers and ac- Ми: Rano E esanta ИП “BPO M t 

quisitions (M&As) have been a fact of life. Wipro kick-started M&As арыр бикеш зз 

їп the industry nearly four years ago when it acquired independent "a 

vendor Spectramind for what was then seen as an exorbitant $95 e St " in Apr. 2004 $150-$200 millio 

million. Since then, acquisitions have been used for a wide variety em v preme 
of reasons. Large tech companies such as IBM (it bought Daksh in 

April 2004), EDS (it acquired Mphasis this year) and Wipro have used 

it to quickly ramp up their BPO operations, some others such as TCS 

have bought BPOs abroad to get a foothold in new markets, and yet 
others to move into lucrative, knowledge-based segments. ICICI- ICICI 

OneSource, for instance, bought Pipal Research in August 2004. OneSo : 

“The Minacs deal has given us not just a wider delivery base, but also TONO Solutions i ; 

marquee client relationships," says Atul Kanwar, CEO, TransWorks. ‘Aim: Enter the $16-billion US third party collections market 

While TransWorks will see revenues and headcount grow several Т 

fold on the back of the Minacs deal, other vendors such as CS 

iciciOneSource (I-OneSource) have put together at least four deals 

to cover everything from basic voice-based (FirstRing) services to — « The amount includes a 12-year deal with Pearl Group 

high-end analytics. and the establishment of a joint venture with the company 
Expect more M&As in the years ahead, both in India and. МА: Notavailable Source: Companies 


COMPANY TARGET DATE VALUATION 


TransWorks Minacs Јипе 2006 $125 million 
Aim: Turn TransWorks into a top vendor in the 
country and give it a sizeable global presence 


Account Sept. 2004 N.A. 


Pearl Group Oct. 2005 $847 million * 
Aim: Enter the UK life and pensions market 
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N ITI E MUMBAI 


NATIONAL INSTITUTE OF INDUSTRIAL ENGINEERING 
(An autonomous body under the Ministry of HRD, Govt. of India) 


J ANNOUNCES ADMISSIONS TO THE FOLLOWING PROGRAMMES (2007-2009 ВАТСН) | 








Develops versatile managers through а holistic orientation in. Marketing, Finance, НЕМ, Operations, Logistics, ] 
Supply Chain Management, Systems and Technology Management. 







“Aims at developing multifaceted Management professionals with emphasis on Safety and Environmental | 
Management. This cross-functional programme includes education in modern operational and general | 
management methods and tools. | 














Provides a good blend of IT and management concepts with emphasis on providing a holistic approach to problem | 
| solving using IT. The programme aims to provide total solutions using IT across industries. | 


All the above are two-year full time programmes and recognized by AICTE. The programmes also со 
sustainable practices of business management spanning operations, finance, economic and human resources 
angles and include an industry-based two-month summer internship and four-month industry project. 



















Placement record of NITIE has been 10096 since inception. NITIE graduates are sought after by leading 
Multinational and Indian companies. 





Engineering / Technology graduates in any branch with First class (relaxable by 5% in case of SC/ST/PD | - 
candidates) and with valid CAT score (Common Admission Test). Admission is based on Group Discussion and | 
Personal Interview with appropriate weightage to CAT score. Reservation for SC/ST/PD candidates is as per Govt. | 
of India rules. In addition, the Government of India has proposed to reserve seats for candidates belonging to | 
Other Backward Classes (OBC) starting from academic year 2007-08. The details of the reservation for | 
| candidates belonging to OBC would be notified by NITIE on its website and through an advertisement in national | 
newspapers on receipt of an official communication from the appropriate authority. Candidates who are currently | 
in their final year of Engineering/Technology degree can also apply, provided they expect to complete all their | 
exams and other requirements for obtaining the qualifying degree before June 30, 2007. Only shortlisted | 
candidates will be called for Group Discussion and Personal Interview at NITIE, Murnbai. | 


Fulfilment of minimum qualifications would not be automatic claim for Group Discussion and Interview. 


IMPORTANT DATES 


Issue of Brochure & Application Forms and From September 29, 2006 | 
Last date for Receipt of completed applications To November 15, 2006 





Brochure & Application Form for PGDIM/PGDISEM/PGDITM may be obtained from the address shown below by | 
enclosing a DEMAND DRAFT for Rs. 1000/- (Rs. 500/- in case of SC/ST/PD candidates with attested certificate of | 
caste/disability), drawn in favour of 'NITIE MUMBAT' and payable at SBI, Vihar Lake, Mumbai - 400 087 with four | 
self-addressed stickers (7.5 cms x 3.5 cms). All communications should be addressed to: | 


DEPUTY REGISTRAR (ACADEMIC), NITIE, Vihar Lake, P.O. NITIE, Mumbai - 400 087. 
Tel. (022) 2857 3371 Fax : (022) 2857 SE e-mail: admissions@nitie.edu 









Application form can also be downloaded from the institute website : www.nitie, edu 
NITIE will not be responsible for any postal/courier delay. 





abroad. There are an estimated 200 companies in the 
BPO industry, but the top 10 or 15 players already 
have a lion's share of the market. As the big ВРО$ get big- 
ger, the smaller ones will be hard-pressed to stay their 
course. Like it happened around October 2003, when 
the us do-not-call registry came into effect and led to at 
least half-a-dozen out-bound telemarketers (CallWorld 
Technologies and Venus Cybertech, among others) 
downing shutters, there may be another round of clo- 
sures—unles the domestic market takes off. “The BPO in- 
dustry is globalising rapidly and Indian companies will 
look out in places such as Eastern Europe and North 
America," says NASSCOM's Kiran Karnik. 

Aggressive acquirers such as I-OneSource insist 
that given the scale required (both in terms of headcount 
and the breadth of services), organic growth alone can't 
be the strategy. Aside from scale, vendors have looked to 
leverage acquisitions to enter new markets. I-OneSource 
recently acquired Account Solutions and, consequently, 
a foothold in the $16-billion (Rs 75,200-crore) us 
collections market. *This acquisition is in line with 
our plans to aggressively expand our services and this 
deal lets us offer a full suite of collections capabilities," 
says Ananda Mukerji, MD and CEO, I-One Source. 

Louis Hall, СОО, Xansa, says acquisitions are being 
made for a number of reasons, ranging from geo- 
graphic expansion (as in the case when Wipro acquired 
Enabler to enter the retail services space in Portugal, or 
rather Europe), vertical differentiation (Genpact ac- 
quiring Moneyline to enhance mortgage BPO), or access 
to offshore capability—for instance, EDS’ purchase of 
Mphasis. Home-grown tech giant, TCs, has also made 
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a number of niche acquisitions in the BPO space. N. 
Chandrasekaran, the company’s Head of Global Sales 
and Operations, says that acquisitions and structured 
deals in BPO have two strategic aims. One is to con- 
solidate (through mergers) of some subsidiary enti- 
ties with a view to leverage synergies and to provide 
‘verticalised’ and unified offering to customers. “The 


UMESH GOSWAMI 





TransWorks’ Kanwar: 
the company 


boost revenues and 


other strategic aim,” he explains, “is to use M&As to en- 
ter new markets like Latin America through the ac- 
quisition of Chile-based BPO player Comicrom, or a new 
business using an innovative service model like pensions 
and life insurance processing, which we did through a 
12-year, $847-million deal with UK insurer Pearl 
Group.” Under the deal, Pearl transferred business 
processes to a specially set up UK-based TES subsidiary. 

While acquisitions are an easy way to grow, valu- 
ations are soaring. So, some of the larger players are rais- 
ing money from the markets to pay for possible ac- 
quisitions. WNS recently successfully raised $224 million 
(Rs 1,052.8 crore) through an 1РО and listing on the 
New York Stock Exchange. “Listing and raising money 
through the markets provides currency for acquisi- 
tion as well as a bait to attract talent," says Balaraj. 
Indeed. Till recently only employees of software com- 
panies used to collect sizeable compensation packets 
through EsOPs once a company listed. Now BPO com- 
panies have joined the bandwagon. After successful de- 
but of WNs on NYSE, EXL is now seeking to raise $60 mil- 
lion (Rs 282 crore). I-OneSource and 24/7 Customer 
are believed to be waiting in the wings too. So, Balaraj's 
prediction of a billion-dollar BPO deal may happen 
sooner than you expect. IM 
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Why balanced funds 
mean’ safety and returns 


RETIREMENT CHIT FUNDS SECTOR WATCH 
at monthly cheque Alive and kickino Power surges ahead 








" ARSHAL SUBHEDAR, 42, 

a Mumbai-based sen- 

dor HR executive, 

probably hasn't heard 

of the maxim that 

greed is permanent and fear is tem- 
porary. Despite making returns of 
over 33 per cent in the past one 
year on his investment in HDFC 
Prudence, a balanced fund, he is 
dp 'ointed because his fund 
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In an uncertain market, balanced funds could be your 
best way to temper returns with safety. манеѕн NAYAK 


underperformed the BSE Sensex, 
which registered above 50 per cent 
returns over the same period. 
Like Subhedar, there are many 
impatient investors out there. 


Invariably, their greed takes over | 


when they see others making more 
money than them, and they want 
the same thing. Wanting the same 
thing is not bad per se, but to for- 
get the context of your own 





investment is fatal. The eagerness 
to earn more and more not only 
overshadows the not insubstan- 
tial returns your existing fund has 
generated; you also end up for- 
getting why you chose a balanced 
fund in the first place. E 

"There are two aspects to inv- 
esting: growth and capital protec- 


tion. Let's first look at balanced 
_ funds in terms of growth. In the 


past year, they have reported ave- 
rage returns of 25.4 per cent, with 
HDFC Prudence giving 33 per cent, 
where the average returns of div- 
ersified funds have been 33 per 
cent. Does that sound bad to you? 

Of course, returns have been 
lower than either the Sensex or div- 
ersified funds. On average, over the 
past one, two and three years, bal- 
anced funds recorded 25.4 per cent, 
34 per cent and 31 per cent ret- 
urns, respectively, while diversified 
funds gave a fabulous 33 per cent, 
49 per cent and 47 per cent, res- 
pectively. But remember that the 
market was on a secular bull run 
these last three years, and the debt 
market was dipping on rising 
interest rates. And also remember 
that those who invested in pure 
equity were also being compensated 
for the sheer risk of being there. 
As was proved starkly when the 
market crashed in May. 

Returns are certainly impor- 
tant. However, you cannot under- 
pin all your investments on returns 
alone. It is important to under- 
stand the rationale behind balanced 
funds and the benefits they bring 
with them. That brings us to the 
second aspect of investing, capi- 
tal protection. 


Tightrope Walk 

As per its basic definition, a bal- 
anced fund is one that invests pro- 
portionately in debt as well as 
equity. The primary aim of the 
balanced fund is to provide both 
growth and regular income (see 
Running In Place). The idea is that 
you are assured of capital protection 
in case the market tanks while still 
getting an extra kick whenever the 
market rises. For the risk-averse 
investor who wants his investment 
sweetened without sticking his neck 
out too much, a balanced fund is 
perfect. As Umesh Kamath, Fund 
Manager, CanBank Mutual Fund, 
says: "These are great for investors 
looking for moderate growth." 


interview: Ved Prakash Chaturvedi/ MD/ Tata Asset Management Company 


“Systematic Investing Evens Out Market Risk” 





Do you suggest balanced funds for risk-averse investors? 

Balanced funds now typically invest up to 65 per cent in equity and the 
rest in debt. If investors want to be more conservative, then it would be 
advisable to have a mix of equity and debt funds. Alternatively, if the 
investor accepts an equity:debt mix of 65:35, then a balanced fund 
becomes the preferred option. 


How have balanced funds performed vis-a-vis the CRISIL Balanced Index? 
By and large, balanced funds have outperformed benchmark indices over 
long periods. In fact, over the past few years, strong funds have out- 
performed the benchmark index significantly. This shows that bal- 
anced funds have good long-term potential. 


Are balanced funds truly balanced today when they invest more than 65 per cent 
in equity? Or are they closer in risk to diversified funds? 

As you rightly say, the risk in a balanced fund today is higher than when 
they were investing only 50-60 per cent in equity. However, given the 
improved long-term fundamentals for equity, investors who want a higher 
equity mix will find balanced funds a good investment opportunity. 


What is the best mutual fund strategy for present market conditions? 

In my view, a systematic approach—investing a fixed amount each month 
over a long period—is best for the Indian market today. The long-term 
fundamentals of the equity market, given our economic conditions, are 
likely to be good. However, there will be short-term swings, so investors 
should not commit a large amount in one go to equity. A systematic 
approach helps even out market risks. 


What is a good fund allocation strategy for the average retail investor? 

The fund allocation strategy should reflect the investor’s lifecycle stage, 
his or her risk appetite and the individual expectation of returns that each 
investor has. Ideally, after taking appropriate financial advice, an investor 
should decide his equity:debt mix. 
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Five Vs Five 


TAT THU аскы АДА! 


Average 1-year returns of the best balanced funds are 25% compared 
to 32% of diversified funds, a fair compromise between risk and returns. 


BALANCED FUND ABSOLUTE 
SCHEME NAME 3 MONTHS 6 MONTHS 
Can Balanced II 9.87 754 
JM Balanced 105] 737 


DSP ML Balanced Fund | 1245 
HDFC Prudence Fund 0429 919. 
Escorts Balanced Fund | 893 2.53 
Average Returns 9.09 3.33 


DIVERSIFIED FUND 
SCHEME NAME 


ABSOLUTE 


3 MONTHS 6 MONTHS 


Sundaram Select Midcap 5.56 1416 — 
Tata Infrastructure Fund 1417 744 
DWS Alpha Equity Fund _ 1696 1308 | 
DSP ML Tiger Fund 1579 5.19. 


ABO 


COMPOUND ANNUALISED 
5 YEARS 





1 YEAR 2 YEARS 3 YEARS 


55.52 49.22 39.80 31.45 
33.88 35.59 28.05 23.10 
33.7 35.63 33.98 31.61 
32.61 43.48 39.93 41.43 
32.19 38.77 36.37 32.61 
25.36 33.90 30.87 28.56 


COMPOUND ANNUALISED 





1 YEAR. 2YEARS 3YEARS 5 YEARS 
56.81 71.12 67.97 = 
52.23 z * Z 
51.73 47.74 48.69 ы 
51.11 58.11 x £ 


HDFC Top 200 17.63 7.07 50,97 55.44 49.47 49.58 
Average Returns 12.97 2.23 32.74 48.86 46.44 42.14 


“Not completed requisite years 


Fund Universe 


Returns in per cent as of September 6, 2006 


The table shows the top 10 balanced funds with latest NAVs, one-year 
returns and asset allocation proportions. 


SCHEME NAME 
Can Balanced II 35.94 15.64 
JM Balanced 20.39 1478 


DSP ML Balanced Fund 34.42 3594 
HDFC Prudence Fund 99.81 1,793.67 
Escorts Balanced Fund 42.32 3.83 
Kotak Balance 22.78 107.51 
SBI Magnum Balanced 31.30 224.22 
Franklin India Balanced 31.39 44.05 

FT India Balanced Fund 29.06 216.05 
LIC Balanced-Plan C 41.10 28.80 
*|n Rs as of Sept. 6, 2006 


Obviously, then, the balanced fund 
investor should not complain that 
his fund is not overtaking the 
Sensex. 

The fund is particularly useful 
for investors looking to rebalance 
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**1п Rs crore as of Aug. 31, 2006 


ASSET ALLOCATION (IN PER CENT) 
EQUITY DEBT MONEY 
MARKET 


1 YEAR ( 
RETURNS 


55.52 54.27 1141 34.32 
33.88 57.38 13.14 29.48 
33.77 68.74 26.85 441 
32.61 75.20 12.03 12.77 
32.19 60.60 17.58 21.82 
32.13 67.57 27.04 5.39 
29.29 66.96 13.36 19.68 
28.38 63.37 20.24 16.39 
28.37 65.42 31.35 3.23 
27.39 74.48 19.08 6.44 
Source: mutualfundsindia.com 





^ Compound annualised 


their portfolio and earn an income at 
regular intervals. “It all depends on 
the asset allocation and risk appetite 
of every individual," says Hemant 
Rustagi, CEO, Wiseinvest Advisors. 
And it's not just in the investor's 


interest. “The balanced fund is a 
potent asset allocation tool for fund 
managers to move across two asset 
classes,” says Sandeep Neema, Fund 
Manager of JM Balanced Fund, 
which recorded 34 per cent returns 
the past year. As of August 31, the 
Rs 15-crore fund had 57.4 per cent 
of its corpus in equity, 29.5 per 
cent in money market instruments 
and 13 per cent in debt. In the port- 
folios of the top 10 balanced funds, 
debt allocations in the top 10 
investments account for 14 per cent 
to 55 per cent of the total corpus 
(see Fund Universe). 

The option looks particularly 
palatable at a time when the market 
is being fairly unpredictable. 
Typically, when markets slide, as 
they did over the last few months, 
balanced funds tend to overtake 
diversified funds. The latest six- 
month graph shows that the for- 


‘mer registered average returns of 


3.33 per cent compared to 2.23 
per cent from diversified funds. 
*When there is uncertainty in the 
equity market even as interest rates 
have stabilised, balanced funds are 
best as they are less volatile," points 
out Kamath, who handles Can 
Balanced II (formerly Gic Balanced 
Fund), a star in its category. In the 
past one year, it has returned 55.5 
per cent. 

Interestingly, it's the second best 
performing fund overall among all 
fund categories, just a notch short of 
Sundaram's Select Midcap scheme, 
which recorded 56.8 per cent 
returns over the same period. Can 
Balanced was the only one of its 
ilk to cross 50 per cent returns; the 
others registered between 9.4 per 
cent and 34 per cent. 


Strategise 

Experts encourage investors to put 
in place a proper asset allocation 
strategy to fine-tune portfolios. 
The balanced fund is one way to 
do this, especially if you don't have 
either the time or wherewithal to 


\Ghar aapne banaya. 
Hum ne sirf saath diya. 


LIC HOUSING FINANCE LTD. жж 


SMS°LICHF L' TO 3636 www.lichousing.com 
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"The balanced fund is a potent 

asset allocation tool to move 
across two asset classes" 

Sandeep Neema, Fund Manager, 

JM Balanced Fund 


manage your portfolio yourself. 
You get yourself a fund manager to 
constantly monitor and balance 
your investment across asset classes. 
“I personally like balanced funds, as 
they have the flavour of both 
classes of assets. With huge finan- 
cial illiteracy in the country, it's 
the first step for any investor who 
comes into a mutual fund," says 
Sandesh Kirkire, CEO, Kotak 
Mahindra Mutual Fund. Kirkire, in 






Running In Place 


It's a tough act—safety, but with the kick of equity. 


"These schemes can be the first 
step for an investor entering 
into mutual funds" 


Sandesh Kirkire, CEO, 
Kotak Mahindra Mutual Fund 


fact, advises investors to allocate 
about 20 per cent of the equity 
component of their portfolio in 
balanced funds. 

A contrarian school of thought 
suggests that investors can get the 
same benefit of diversification if 
they invest separately in equity funds 
and debt funds. This line of argu- 
ment is based on the theory that 
in the long term, pure equity out- 
plays all other asset classes, whereas 





e Balanced funds invest in equity and fixed income securities in a given 


proportion, usually 65:35 


e They are affected by market fluctuation, but NAVs are likely to be less 


volatile than those of equity funds 


e Their objective is to conserve initial principal, pay income and achieve 
long-term growth of principal and income 


e Considered more ‘disciplined’ than equity funds, since they maintain 


pre-determined allocations 


e They provide good asset allocation strategy for small/first-time investor 
e Ideal for those seeking balance between stability and growth 
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articularly useful for 

investors looking to rebalance 

their portfolio" 

Hemant Rustagi, CEO, 
Wiseinvest Advisors 


a mix of debt and equity in one 
fund restricts overall growth. This is 
borne out by the five-year returns 
registered by diversified funds and 
balanced funds, respectively. On 
average, balanced funds reported 
28.5 per cent against 42 per cent by 
diversified funds. 

There is, however, the tax angle. 
The latest budget declared that if 
balanced funds wanted to retain 
tax benefits, they have to invest at 
least 65 per cent of their corpus in 
equity. This means long-term capi- 
tal gains tax on balanced funds is 
zero, compared to a debt scheme 
that pays 10 per cent capital gains 
tax. Second, as in an equity fund, 
the dividends are tax-free and 
investors pay Securities Transaction 
Tax (STT) on redemption. This 
instantly puts them at an advan- 
tage over debt funds. 

While active investors might 
prefer their own balance of equity 
and debt funds, conservative 
investors will not do too badly by 
choosing the balanced fund method 
of de-risking portfolios. 
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You have to give time 
for certain things to grow. 


(Investment is one of them) 


Presenting 
s Wealth Builder 
ий Fund 


A close-ended equity scheme 
An investment worth waiting 


Wealth is best built over time. Historically, investment in equities has been 
beneficial in the long-term. UTI Wealth Builder Fund, being a close ended 
diversified equity fund, enables you to create wealth over time. The fund will invest 
across market capitalisations depending on the opportunities in the market. 
Derivatives will also be used to hedge the portfolio to minimize risks and maximise 
your chances of building wealth in a fluctuating market. Invest in this wealth 
creation opportunity now. 


NFO closes: 
October 11, 2006 


• А5 year Close-ended diversified equity fund e Hedging for minimising risk e Exit option at half yearly intervals 


NFO price Toll Free по. 1800 22 1230 e-mail: puild@uti.co.in 


Rs. 10 per unit | SMS: WBP to 676756 Website: wwwutmtcom GTi Mataa Tona 


For Offer document, Key Information Memorandum & Application form, please contact the nearest UTI Financial Centre, Chief Representative 
or Financial Advisors. You can also invest through select branches of banks, select post offices and through ATMs of UTI Bank. 


Statutory Details: UTI Mutual Fund has been set up as a trust under the Indian Trusts Act. 1882 (2 of 1882). Sponsors: State Bank of India, Life Insurance Corporation of India, Bank of 
Baroda and Punjab National Bank. The sponsors are not responsible nor liable for any loss resulting from the operation of the scheme beyond the contribution of an amount of Rs. 10,000/- 
made Investment Manager: UTI Asset Management Company Private Limited, a company incorporated under the Companies Act, 1956. 


Subject to market risks and the NAV of the Fund may go up or 

upon the factors & forces the securities market. Past performance of the Sponsor / Mutual Fund / Scheme(s) / AMC is not necessarily indicative of the future 

results. UTI Wealth Builder Fund is just the name the scheme and not in any manner indicate the quality of the scheme, its future prospects or returns. The scheme is subjected to the 

risks relating to interest rate, liquidity, securities lending, investment in overseas market, trading in equity and debt derivatives. There may be instances where no income distribution could 
be made. Please read offer document carefully and consult your Financial Advisor before investing. 


UTI Financial Centres: ‘Agra: 2857789 / 8859 * Ahmedabad: 26580849 / 26583864 «Allahabad: 2561016/37/57 / 2561028 + Ajmer: 2423948 « Amritsar: 2564463 * Anna Nagar (Chennai): 
55720030/50 • JVPD: 2623984 1/26287750 + Bandra — Kurla Complex: 6678 6354/35 * Bangalore: 25585382/25595089 + Baroda: 2336962 /0736 + Bhopal: 2558308, 2578408 
* Bhubaneshwar; 2396995 • Borivali (W): 28990715 / 28996372 + Chandigarh: 703683 * Chennai: 25243059 / 25272090 + Churchgate (Lotus Court): 22024473 / 22821357 
* Cochin: 2369762 / 2380259 • Coimbatore: 2214973/4 + Cuddapah: 222121/131 • Dehradun: 2749112 / 2746720 * Durgapur: 2546831 • Faridabad: 2419156, 2410010 * Ghatkopar (W): 
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Cheque's In the Mail 


There's nothing as restful as a regular income coming in even after you retire. 
How best to ensure this. AMIT MUKHERJEE 


HERE ARE THOSE WORKAHOLICS 
who can't bear the thought 
that they won't have an office 
to go to after they retire. Then there 
are those who can't wait to start 
looking for a suitable pond side 
they can lotus-eat at. But there are 
very few people really, less than 30 
per cent, who think of retirement 
purely as a cost they need to bear. 
The problem is simple—Indians 
might not expect the government to 
bear the cost of their old age, but 
they definitely expect their children 
to do so. Slowly, this mindset is 
beginning to change. There is grow- 
ing awareness of the need to be 
financially independent, to not look 
to children or handouts to support 
you in old age. People are also 
beginning to see that retiring from 
work does not mean retiring from 
life: the new generation of retirees 
wants as full a life after retirement as 
before. This means clubs, hobbies, 
entertainment, travel... the works. 
And this means money. As much 
money, or nearly as much, as you 
earned during your working years. 
One of the best ways to organise 
retirement finances is to ensure that 
you get a solid regular income, the 
equivalent of your monthly pay 
cheque. Retirement planning has 
essentially three elements—liquidity, 
regular income and growth. The 
first meets unforeseen emergencies, 
the second meets routine house- 
hold expenses, while the third helps 
your savings beat inflation. 
Typically, experts advise that 
you set aside about six months of 
family budget in a savings account 
to take care of liquidity needs. 
Growth, of course, is taken care of 
by a suitable debt:equity mix. And 
regular income is taken care of by 
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Golden Rules 


Retirement basics in a nutshell. 


Golden years: Smart retirees plan finances first, all else later 








e Retirement planning can be broadly classified into accumulation and 
distribution phases. "The first involves collecting finances for retirement and 
the second involves distributing this wealth," says Gaurav Mashruwala, a 


Mumbai-based financial planner 


e The biggest retirement anxiety is whether you will outlive your money or vice 
versa. Your best bet is to start early, says Mukesh Gupta, a Delhi-based 
financial planner and Director, Wealthcare Securities. The 20s and 30s are 
the golden saving years when family responsibilities are least 


e Inthe accumulation stage, the thumb rule is to allocate a percentage 
equivalent to 100 minus your age in equity, and the rest in fixed income, 
says Gupta. If you are 40, put 60 per cent into equity 


e Always buy Mediclaim and other necessary insurance so that you don't dip 


into retirement savings 


investing funds equivalent to five 
to six years of your budget in regu- 
lar income generating instruments 
(see Life After 60). We look here at 
the avenues available to ensure this 
uniform stream. 


Many Options 
There are two popular post office 
options: the Monthly Income 


Scheme (POMIS), popular with its 8 
per cent assured returns. And the 
Time Deposit (POTD), essentially a 
fixed deposit (FD) variant. The catch 
with POMIS is that it is taxable and 
post-tax returns for the highest tax 
bracket come down to 5.55 per 
cent. Also, with a six-year tenure, 
liquidity is an issue. If you with- 
draw before the third year, there 
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Shangri-La hotel 


NEW DELHI 





Have you ever experienced the exquisite pleasure of Horizon Club hospitality? 


Between the highest customer expectations and a heaven-like residence there is Shangri-La Hotel's Horizon Club. 78 luxurious 
residential guest rooms and suites on the upper floors of the hotel, designed to pamper only a select few. The hospitality and 
levels of service at the Horizon Club are a cut above the usual. Access to the elite Horizon Club Lounge, a two-way transfer 
facility, complimentary internet usage, complimentary 2 hours of boardroom usage and round-the-clock complimentary tea and 
coffee service are just a few of the many things that make staying here an experience to cherish. 


9 Ashoka Road, Connaught Place, New Delhi - 110001, India. Tel: +91 (011) 4119 1919, Fax: +91 (011) 4119 1988. email: sind@shangri-la.com or visit us at www.shangri-la.com 
AN EROS GROUP DEVELOPMENT 


= Life After 60 





Apan from the following. regular i income instruments, there are а! 
but th ctures. A sensible retirement plan will il foll 


FIXED DEPOSITS 


| *Compounded quarterly 


limit, while the minimum 1 POMIS- 


` investment is Rs 1,000, with Rs 3 
lakh the upper limit for individual 
accounts, and Rs 6 lakh for joint 
(couple) accounts. 


From mutual funds, you i have M 


two options: Syste Withdrawal 
“Plans (WPs) and Monthly Income 
Plans (MIPS). Neither offer assured 
returns, but returns are highe than 


SWPs let you : fix regular. шуен: 


ments and withdrawals. There is 





risk, however, of capital erosion, 
especially because low returns are 
made up from your capital. They 
are useful for periodic income, an 
option in growth plans that lets you 


redeem units worth a pre-specified . 


amount at fixed durations (monthly, 
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free limit for senior citizens, 


—À 


^ Not assured **Post Office Monthly Income Scheme, Post Office Time Deposit, Senior Citizens Savings Scheme, Monthly Income Plans #Variable Source: Market 


2 quarterly, half-yearly or annually). Я 
"The withdrawals are treated : 
ital gains, and taxed at 10.5 
.. cent (for withdrawal befor | 
Un yan. This has given SWPS a distinct | 


s for MIPs, they yield beet 


S0 dividends and ste | 


eturns if you use strategy. First, « 


invest in Senior Citizens Savings. 
Scheme (5С55) and POMIS till your . 


income reaches Rs 1.85 lakh (tax- 


assuming there is no other income). 
Invest this in an MIP, where you 


can get a tax break and higher 
returns. You can choose from 
- monthly, quarterly, half-yearly and 
annual dividend options ог the 


growth option. 

Another excellent avenue. is 
scss, reserved for people who are 
55 and above. You can make a 
minimum investment of Rs 1,000 


(maximum: Rs 15 lakh) for five ` 


years at 9 per cent per annum. 
Earnings are disbursed every quar- 


ter, making this the most attractive 
option in its peer group. Premature 

















factor, makes them attractive. 


There. are. also- annuities, сах» 
deferred investments that guarantee 






` regular payments after retirement, . 3 
but they аге not tax-efficient being — 





treated like salaries. A better bet is . 
a low-cost unit-linked insurance 

plan (ULP), from which you can. 
take a tax-free annuity. The 8 per · 


cent bonds score iigh o on pic e 














but low on liquidity, a 
ings are faxed, | 
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Safety Net 


Merchant bankers are trying to tempt retail investors back to IPOs with the promise of protection. 


FIRST, THERE WAS A TIME OF EXCESS, WHEN 
any new issue was oversubscribed 
heavily. Then came a time of panic, 
when issues of reasonably deserv- 
ing companies like Deccan Aviation 
got mauled. Now, merchant bankers 
are actually offering retail investors 
incentives to invest in IPOs, or at 
the least, the promise that their 
money will be safe. 

Take a look at the IPO from Usher 
Agro. The company's public issue that 
closed on September 11 was being 
managed by IDBI Capital Market 
Services. Usher Agro's primary busi- 
ness is that of agri-processing and 
the company was looking to raise a lit- 
tle over Rs 18 crore. That is not a 
large issue by any standards and 
Usher had a reasonably good story 
to sell but Ananta P. Sarma, Executive 
Vice President and Head (Investment 
Banking), IDBI Capital Market Services, 
believed it needed something more 
to make the issue attractive. Like an 


In The Pipeline 


Will some of these forthcoming 
IPOs also come with incentives? 





ARS Systems & Comm. 56 
Proalgen Biotech 154 
Saamya Biotech (India) 9 
Glory Polyfilms 3699 
Lawreshwar Polymers 1394 
Manga Capsules 3285 
Ken Software Technologies 945 
Maanya Biotech mri rug. 
Celestial Labs х: 
Lumax Auto Technologies 21.08-24.10. 
Ramsarup Industries Eu ir 
Synergies Castings 15.33-18.39 
Net 4 India 25. 414: 
SVP Industries 38-41 
LISTZylog Systems 18 
Chemcel Biotech 18.35 
*їп Rs crore Source: www.capitalmarket com 
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incentive. The incentive itself was 
quite simple—DBI Capital decided to 
offer a unique 'safety net' reserved for 
resident individual allottees. In terms 
of numbers, the merchant banker 
offered to buy back up to 800 equity 
shares from each of the original res- 
ident individual allottees at Rs 15 
per share, exactly the issue price. 
The scheme stays open to investors 
for six months from the date of share 
allotment. 

Interestingly, this is not the first 
time that IDBI Capital Market Services 
has come out with a safety net like 
this. "We had the same thing for 
Infotech Enterprises when it went pub- 
lic about 10 years ago. The issue was 
then priced at Rs 20 and was over- 
subscribed about 1.4 times," says 
Sarma. The safety net period was 
then 15 months unlike six months in 
the case of Usher Agro. 

Another case of merchant bankers 
playing it safe has been that of Orbit 
Corporation's IPO, being managed by 
Edelweiss Capital. Here, the merchant 
banker promises the investor "one 
detachable warrant per equity share". 
The warrant will be converted to an 
equity share of Orbit Corporation at a 
later date. 


Receiving end: Low-cost pioneer Deccan Aviation's IPO barely made it 





Not everyone is completely con- 
vinced though that incentives such as 
these work. “I am not too sure if 
something like this will work, since 
IPO investors look for larger upsides. 
Also, something like a buyback in- 
terests only a limited number of in- 
vestors," says Ravi Sardana, Senior 
Vice President, ICICI Securities. 

Then there are those who think 
safety nets are merely a sign of 
weakness, that such an incentive 
implies that there is something 
wrong with the fundamentals of the 
company. Whether that is true or 
not, the fact is the retail investor is 
running scared. Issues like that of 
Deccan Aviation, GVK Power & 
Infrastructure, Prime Focus and 
Unity Infraprojects that should have 
sailed through easily, did not. Of 
course, there are signs of change. 
More recently, Tech Mahindra's 
issue was oversubscribed 70 times, 
GMR's about seven times and 
Voltamp Transformers' 17.65 times. 
These could send the right signals to 
investors. If safety nets can suc- 
ceed in further restoring the confi- 
dence of the retail investor, it can't 
be too bad an idea. 

KRISHNA GOPALAN 
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Back In The Reckoning 
Bank FDs rival post office savings as safe havens. 


AS SHORT-TERM BANK RATES 
cross the magic 8 per 
cent mark, fixed dep- 
osits (FDs) are slowly 
coming back into the 
reckoning. IDBI Bank's 
popular Suvidha Plus 
has created quite a flut- 
ter with its offer of 
8.25 per cent interest 
on a 500-day savings 
deposit. Private sector banks like ICICI, YES Bank and 
Indusind are also upping their rates (see Time To 
Get In). 

At a time when the equity market is volatile and 
given that post office savings rates seem to be staying 
put, the hike in FD rates is cause for joy in investing cir- 
cles, especially if you are a totally risk-averse in- 
vestor who has been mourning the drying up of safe, 
assured return revenue streams. As a senior banker 
says: "There could be a shifting of post-office savings 
to bank deposits." 

At present, the time deposits, recurring deposits and 
monthly income schemes offered by the post-office 
Bive returns of 6.25 per cent to 8.0 per cent per annum. 
However, their biggest drawback is that the income does 
not get any tax breaks. Bank FDs, however, come 
under the Rs 1 lakh limit of Section 80C, which allows 
investors to claim tax deductions if they are kept for the 
long term. Bank FDs also offer much higher liquidity. And 
the term of post-office savings is way too long compared 
to banks' short-term deposits of one to two years. 

Although depositors are rejoicing the rise in inter- 
est rates, it is not clear if the rates will rise much bey- 
ond current levels. According to S.N. Paul, Senior 
Vice President, IndusInd Bank, interest rates could rise 
by half per cent in the near future. "The rise in the US 
Fed rate has halted a bit," says Paul. Make hay, is 
what we say. 





ANAND ADHIKARI 


Time To Get In 


Rising rates are wooing depositors back to banks. 


PRODUC INTEREST RATE TERM 





IDBI Suvidha Plus 8% 500days 
YES Bank Special Deposit — — 8815 13у 
ICICI Bank Special Deposit — 8-8275 390days 
Indusind Bank T race | | 270 days-I yr 
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Feel Safe Factor 
Can capital protection schemes lure investors back? 


Eu» m 


SOME YEARS AGO, SEBI 
(Securities & Exchange 
Board of India) had 
banned the launch of ass- 
ured returns schemes by 
mutual funds. The new 
animal it has now given 
its blessings to, the capital 
protection scheme, is a 
variant but with a signifi- 
cant difference. Now, the 
AMC (Asset Management 
Company) does not assure 
the investor of protecting 
returns, only the capital. 

The significance of such a scheme in volatile times 
like these is not lost. “The scheme has huge potential and 
has already seen interest from investors who never 
touched equity in the fear of losing their principal," 
says Arun Panicker, Director (Financial Sector Ratings), 
CRISIL. The biggest attraction for investors, of course, is 
the fact that they are assured of their capital even when 
the market slides. 

SEBI has also mandated that asset management 
companies (AMCs) will get their schemes rated by a reg- 
istered credit rating agency. Several AMCs have ann- 
ounced the launch of various schemes under this umb- 
rella, and have approached CRISIL for ratings. Meanwhile, 
the schemes of Franklin Templeton and Reliance Mutual 
Fund have both been graded AAA. As CRISIL points out, 
this grade indicates that the schemes offer low default 
risk, given that the debt portion of the investments is ent- 
irely in government securities (G-Sec) and other AAA-rated 
debt instruments. Other AMCs that have approached 
CRISIL include HDFC and ING Vysya Mutual Fund. 

All capital protection schemes have to be close- 
ended: investors cannot exit before maturity; nor will the 
AMC be allowed to repurchase the units before maturity. 
This allows the fund manager to take long-term positions. 
The debt portion helps protect capital in a falling market 
while the equity portion can garner additional retums. The 
flip side, though, is that the funds attract a 10 per 
cent capital gains tax. 

In their first efforts, Franklin Templeton and Reliance 
have launched schemes that are largely similar to the 
Benchmark Split Capital Fund, where the equity portion 
goes into Nifty and the maximum upside is restricted to 
40 per cent of Nifty returns. In days to come, there will 
no doubt be endless variety in scheme compositions. As 
Panicker says: “This is just the beginning.” 

MAHESH NAYAK 


New scheme: To protect you 


радаре р 





Nagarjuna Construction Company Ltd (NCC) is one of the leading 
construction companies in India. The company has successfully completed 28 years 


of construction excellence in executing Industrial Structures, Buildings, Stadia, 
Roads, Bridges, Flyovers, Pipeline Projects, Townships, Electrical Transmission 
Lines, Irrigation & Hydro Power Projects etc. 


This progress has been possible with the support ofa reliable electricity infrastructure. 
And Nagarjuna trusts Caterpillar to provide reliable power backup, always. 





POWER. WHEN YOU NEED IT MOST 


Caterpillar provides Power Solutions for Critical Applications in Hotels & Resorts, 
Hospitals, Construction, Roads & Highways, Factories, 
Software Technology Parks, Offshore Oil Rigs, Labs and other businesses 
Solutions range from 200 to 2000kVA. 


GMMCO Limited, Tel: 044-22342611 

6, G.S. T. Road, St. Thomas Mount Mobile: Subhashbabu +91 98408 22562 Grmco eat] 
Chennai - 600 016. subhashbabu@gmmcoindia.com 

TIL Limited, Tel: 033-24693732-6 

1, Taratolla Road, Garden Reach Mobile: Dipankar Biswas +91 98310 54577 РЙ Factos ida [5i 
Kolkata - 700 024. db@tilindia.com 





Cat" and Caterpillar" are registered trademarks of Caterpillar Inc., USA 
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The Black Sheep 


Serious investors look on them with horror, yet they attract thousands of 
investors. Just what is it about chit funds? ANAND ADHIKARI 


OLLYWOOD COMEDY PHIR HERA 
В” has three greedy friends 

pooling in Rs 1 crore to invest 
in Lakshmi Chit Funds run by the 
glamorous Bipasha Basu. They beg, 
borrow, even sell their house to 
raise the cash, only to discover 
three weeks later that Lakshmi 
Chit Funds shut shop and stole 
away into the night. 

The problem is, in this instance, 
art very closely imitates life—stories 
of chit fund scams are legion in 
our investing history. The very 
phrase chit fund conjures up ima- 
ges of shady deals and fly-by-night 
operators, an image the industry is 
stuck with. 

The intriguing thing, though, 
is that despite this, they still att- 
ract thousands of investors every 
year and crores of rupees, this 
despite the expansion of banking 
into the remotest parts of the coun- 
try. What started off many decades 
ago as a financial institution run 
by and for small farming commu- 
nities in South India is alive and 
kicking today despite scores of scan- 
dals and bad publicity. *Chit funds 
continue to be well accepted by 
society and there is again a rising 
interest in them," says V. Siva Rama 
Krishna, General Secretary, Chit 
Fund Association of India. 

In fact, chit funds offer as strong 
a parallel banking service as the 
ubiquitous moneylender or pawn- 
broker, servicing just as wide a net- 
work of small businessmen, house- 
wives and salaried individuals (see 
Fund Facts). According to avail- 
able figures, chit funds account for 
about 3.39 per cent household sav- 
ings at Rs 5,88,656 crore, against 
about 4.92 per cent invested in 
shares and debentures. 
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again a rising interest in them" 


"Chit funds continue to be well accepted by society and there is 





"x 


V. Siva Rama Krishna/ General Secretary/ Chit Fund Association of India 


Note Of Caution 


Chit fund frauds are legion, so if you're really keen, take these basic 


precautions. 





e Stay away from unregistered chit fund companies 


e Always approach a fund through a trusted acquaintance who has invested 
in the fund or knows the fund promoters 


e Start with small lots of money 


e Insist on a receipt for every payment made 
e Ask for audited accounts of the chit fund company 
e Choose the well-established names in the business 


Double-edged Tool 

This popularity continues, despite 
the rising awareness about mutual 
funds and the equity market. The 
recent fluctuation in interest rates 
helped the industry garner addi- 
tional investors, say experts. This is 
because the avenue offers a dual 
advantage, unlike other financial 
instruments, where an investor can 
both borrow money and earn an 
interest on his deposited amount. 
The borrowing cost, point out 


industry sources, is lower than that 
offered by credit card companies, 
private banks and unorganised 
lenders. And earnings on invest- 
ments can be quite high, ranging 
from 8 per cent to 16 per cent. 
Basically, a chit fund operates 
like a bank, pooling together money 
from a diverse group of investors 
and lending a lump sum to one 
borrower each month (see The 
Mechanics). Members continue to 
pay in, and the fund keeps up the 


SVASIS IHSIMLdVS 


ments in chit fu 


CHIT FUND 


| The Mechanics 
| A quick look at how it works. . 


. TAKE A CHIT FUND SCHEME OF 25 MONTHS 


COMPANIES 0 IT VALUE) |. duration, face value of Rs 1 lakh, and 
GW RS LAKH) | monthly subscription of Rs 4,000. 
| * There could, typically, be 25 mem- 
bers in the scheme. Each member 
O4 549€ Е - 5. Will subscribe Rs 4,000 each month ` 
32,660 | 52,500 22.6 ` for 25 months. Members bid each 
3,023 | ‚73 month for the Rs 1 lakh, but cannot 
| 4.127. 4 g] {аке the entire amount. Depending 
аи Ate mre RS on bids, a member can withdraw, 
280.500 50.00 |. say, Rs 80,000. The balance Rs 
16,239. | „A. 0 20,000 is divided equally in favour 
| > ofthe other 24 fund members, after 
providing for service charges. The 
i first member now becomes ineligible 
. for subsequent bids, but will get the 
distributed dividend. 
The process continues till the 
: term ends. Not only do members 
benefit from being able to access а 
lump sum payment in case of need, 
‚ the monthly dividend is a profit. 
` Many members, for example, might 
not bid at all for the lump sum, pre- 
ferring instead to invest in the fund for 
- the monthly payouts. 


| " do Higher in the iut am 
и. as you. get the ius an 
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The iPod Wannabes 


Some new launches promise to rival this Apple 
icon. Do they have what it takes? KUSHAN MITRA 


ATEVER COMPETITION 

\ \ / might think, it actually is 
still a bit early to dump 

the Apple iPod into the dustbin of 
gadget history. Way too early. But, 
for the first time in its five years of 
exalted existence, the iPod actually 
has a couple of competitors that 
match and sometimes exceed the 
iPod's legendary ease-of-usability 
and other features. Creative, a 
Singapore-based company famous 
for its sound solutions, has an ext- 
remely successful line in Mp3 players 
under the Zen and Nomad brands. 
And then there is Microsoft, 
which, not content with its rather 
successful foray into consumer elec- 
tronics with the Xbox, has ann- 
ounced that it too will cut itself a 
piece of the Apple pie with Zune, an 
MP3 player with thus-far mysteri- 
ous specifications. The only news is 
that the player will hit stores in the 
US before this holiday season 
(October onwards), and that alt- 
hough the Zune will support several 
audio formats, like Apple pushing 
the AAC format, Microsoft will 


Play It Again 


Two brands come closest to being threats that the king can acknowledge. 





BRAND 


iPod nano 


SIZE 


3.5"x1.6"x0.27" 


Creative 
Zen Micro 
Photo 


Samsung 
YP-Z5A 


3.3"x2"x0.7" 


9x4.2x1.2 (cm) 


*\п gigabytes 
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CAPACITY 


reportedly push WMA audio encod- 
ing. Most players will also have 
video playback capabilities. 

Samsung is the other company 
making an MP3 push, with bigger 
and better мрз players under its 
Yepp brand. The Korean company 
has also announced its desire to 
enter the burgeoning market for 
online music retailing. 


The Online Buzz 

One major reason for iPod's tri- 
umph has been the success of Apple’s 
iTune music store, which allows 
users to buy songs and entire albums 
for download. Several rival services 
have emerged here, including 
Napster and Yahoo Music (rumours 
abound that Google too will make 
any entry soon), but much of the 
music they sell are not compatible 
with iPod players because of different 
Digital Rights Management (DRM) 
systems. Owning an iPod means you 
can only buy music online from the 
iTunes store, keeping the loop closed 
and Apple’s revenues up but con- 
sumer choice low. Most iPod rivals 








FEATURES PRICE* 


12,000 











4 Syncs calendar, to-do list 
and address book with 
the Macintosh, colour screen 
plays back videos and 
photographs 


8 Syncs calendar, to-do list 
and address book with 
Outlook, FM radio, recorder 


4 Photo slide show, 38-hour 
audio playback, enables 
downloads from multiple 
formats, FM radio 


17,000 


14,490 


**1п Rs (approx) 


SHAMIK BANERJEE 





iPod: No swan song yet 


are compatible with music bought 
from different online music retailers, 
and Apple might have to pay the 
price for being more monopolistic 
than Microsoft ever has been. 

However, in India, the concept 
of online music sales has not really 
taken off and despite the huge rush 
for DRM by the music industry glob- 
ally, Indian consumers are usually 
digitising their own CDs or down- 
loading pirated music. The current 
generation of Digital Audio Players 
have no qualms about what music 
they play, and will play back an 
unsigned and likely pirated MP3 just 
as effortlessly as a DRM track. In 
future, however, things might not be 
quite so easy. 

As for price, an Apple iPod 60 
GB costs $399 (Rs 18,753) in the us 
and Rs 23,000 in India. Similar 
capacity players from all manufac- 
turers cost virtually the same, both 
in the legal and grey markets. But 
rumours are the Zune might be 
launched at a slightly lower price. 
So, is the iPod finished? Not quite. 
In India, Apple has tied up with 
HCL Infosystems to increase its dis- 
tribution and servicing reach. HCL 
has also launched a website hcllive.in 
to retail music and videos. 

The battle in Digital Audio 
Players is far from over but in India 
the market size is still miniscule. 
People still use their mobile phones 
to listen to music and mobile music 
stores from operators such as Hutch 
and Airtel have been a roaring suc- 
cess. It should come as no surprise if 
Nokia, Sony Ericsson and Motorola 
emerge as the Apple and Creative 
on the Indian digital music scene 
(See also Pod CEOs on page 184). 


bt money 


| Current Affairs 


Huge investments are expected in power by 2012. AMAN 


RECENT NATIONWIDE 

survey conducted by 

he Confederation of 
Indian Industry (Cil) paints 
a rather bleak picture of the 
country's power sector, and 
with good reason. India 
today has an installed elec- 
tricity generation capacity of 
125,000 Mw, a manifold inc- 
rease from the 1,500 Mw of 
1947, but still representing a 
shortfall of 8-9 per cent 
given the existing electric- 
ity demand. India is peren- 
nially in the throes of power 
shortage, despite the fact 
that when calculated in 
terms of purchasing power parity, 
Indians pay the highest prices 
worldwide for energy. 

Ask industry analysts, however, 
and they will tell you how, despite 
being so regulated, the power sec- 
tor is alive with opportunity. The 
expert committee report on the 
Integrated Energy Policy, produced 
by the Planning Commission, calls 
for an integrated approach to ene- 
rgy planning. It is estimated that by 
the end of the 12th Five Year Plan, 
India will add another 70,000 ww 
of power. In fact, by 2012 this 
capital-intensive sector is likely to 





Power sector: 15 it still alive with opportunity? 


see an investment of Rs 4,80,000 
crore (most of it through govern- 
ment participation). Of this, Rs 
2,50,000 crore is likely to be spent 
on power generation and the rem- 
aining Rs 2,30,000 crore on trans- 
mission and distribution. 

*The power sector today is a 
hot proposition," says a Mumbai- 
based stock analyst, *but those look- 
ing to invest in power sector stocks 
must stay in for the long term." 
Traditionally, companies in the sec- 
tor (whether in the transmission 
and distribution or generation space) 
have tended to throw up predictable 


In recent times, there has been a sudden surge of interest in power sector stocks. 
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results. But in the past 12 
months, stocks in the T&D 
space have risen by an ave- 
rage 20 per cent, with some 
like Areva T&D India rising 
almost 200 per cent. Even 
after such an upswing, the 
stocks look fairly valued 
given future earnings 
expectations, with indica- 
tions that prices will head 
further north. Tata Power 
plans to add about 3,000 
MW capacity over the next 
five years. NTPC is looking 
to sustain a 12 per cent 
growth rate, while Reliance 
Energy has aggressive 
growth plans. 

However, it’s also true that the 
government’s recent move to allow 
open access to state electricity 
boards will impact distribution com- 
panies adversely, as they will have to 
cough up extra cash for grid con- 
nectivity. But the market, never- 
theless, predicts handsome returns, 
especially around October 2007. 
Analysts also predict that the trans- 
mission and distribution segment 
will likely yield higher returns, being 
far less regulated than the generation 
sector and thus open to faster and 
more efficient reforms. 8I 


Invd WVNSVHU 





15,6 
Source: BSE, Market 


163 


OCTOBER 2006 BUSINESS Т 


1OVd INVN 


bt event 





з" — Y 


Alumni Quiz winners: Karthik Ramakrishnan, ISB Hyderabad alum- 
nus (left) and Charanpreet Singh, alumnus of University of lowa 


ACUMEN 2006—EAST ZONE 





Audience Bumper Prize winner: Jeetandra Kumar Upadhyay of Army Institute of 
Management, Kolkata, with Acumen 2006 host Harsha Bhogle 


Bengal Tigers 


The East Zone round of the fifth Business Today-Aditya Birla Group Acumen saw the 


best brains fight it out for the top honours. 


T'S PUTTING ONE'S ACUMEN TO TEST AND THAT TOO 

with a dash of fun and entertainment. That's 

what the Business Today-Aditya Birla Group 

Acumen 2006, which turns five this year, is all 

about. And the two-day long East Zone finals 
was no exception. As top B-school students from 
across the region clashed in quiz and debate con- 
tests at the auditorium of the Indian Institute of 
Management, Calcutta, on September 8 and 9, their 
classmates had a couple of fun-filled days. There 
were tense moments as well, there had to be. The 
teams were vying for a berth in the national finals to 
be held in Mumbai later this year. 

From Day 1, that is the day of preliminary 
rounds, it looked like the host teams—both in quiz 
and debate—would give their opponents a run for 
their money. 

On Day 2, the aspiring managers seemed to have 
more points than one to debate over—"India can 
never create an iPod". If some one came up with a long 
list of technological innovations by Indians, some one 
else argued that the innovations had all taken place out- 
side India. While one group spoke highly of Indian 
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brains, another group blamed it on the "system" 
which discourages out-of-the-box thinking and stands 
in the way of those brains getting fully utilised. What 
does an iPod symbolise for the manager wannabes of 
India Inc? If it symbolises technology or innovation, the 
next moot question is *Can India create an iPod?" 
Trust ВТ Acumen 2006 host Harsha Bhogle to come up 
with his out-of-the-box thinking: *Why should India 
create an iPod if someone else has already created it?" 
That's exactly how it went at the East Zone debate 
finals. A vibrant packed-to-capacity audience at the 
Indian Institute of Management, Calcutta auditorium 
enjoyed every bit of the debating skills of future busi- 
ness leaders. With Arzi Adbi and Vikram Gunjal of 
IIM-C getting the better off Saikat Gupta and Bula 
Panigrahi of Indian Institute of Social Welfare and 
Business Management (First runner-up team) in 
debating skills, the motion was defeated. 

The second semi-final topics ‘An Indian consumer 
is price obsessed’ and ‘Sensex is a misleading indicator 
of the Indian economy’ were equally scintillating. 
Balasubramanian and Ranjana Roy Chaudhary from 
Vinod Gupta School of Management-irr Kharagpur 





Winning moments: Harsha Bhogle with debate winners Vikram Gunjal 
(left) and Arzi Adbi of IIM-C 


finished second Runner-up while Swarnangka 
Samaddar and Saikat Dutta of Institute of Business 
Management finished third runner-up. 

Harsha hoped that the best business brains of 
tomorrow should come up with more (if possible 
all) examples and trends from India and more unc- 
onventional thinking and ideas. Everyone agreed 
with his viewpoint. 

The debate, the final round of the quiz and the 
alumni quiz contests were interspersed with audience 
questions, teasers and hourly prizes through draw of 
lots. The prizes: electric shavers, walkmans to gift 


Riveted: The audience stayed glued all through 
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Crowning glory: Quiz winners Puneet Jain (left) and Rahul Gupta (ex- 
treme right) of IIM-C with Anindya Sen, Dean, IIM-C, Aumit Raye, VP 
(HR), Hindalco and Pavan Varshnei, Publishing Director, Business Today 


coupons, T-shirts and the big prize, a Rs 15,000 
makeover coupon from Van Heusen, which was 
bagged by Jeetandra Kumar Upadhyay, a student of the 
Army Institute of Management, Kolkata. 

Like in the debate, the quiz final was also won by 
the IIM-C team—Puneet Jain, Rahul Gupta. им-‹ 
maintained its considerable lead from Round One 
itself. Anuja Gulati and Angshuva Bhaduri of Vinod 
Gupta School of Management-irr Kharagpur finished 
the first runner-up while Sumit Kumar Naik-Rahul 
Pachauri-duo of Army Institute of Management came 
the second runner-up. 

The fun-filled alumni quiz saw Charanpreet Singh, 
an alumnus of the University of Iowa and Karthik 
Ramakrishnan, an alumnus of 158, Hyderabad, winning 
the title even before the final round came to an end, 
leaving the first runner-up team comprising пм 
Ahmedabad alumnus Abhijit Bhattacharya and 
Welingkar alumnus Shailesh Rege way behind 
(although they decide to play till the end). Shubhendu 
Roy, an ex-student of itFr, Delhi and Tanmay Prusty, 
an ex-student of XLRI, Jamshedpur came second run- 
ners-up while IIM-C alumnus Jayashree Mohanka and 
ISB, Hyderabad alumnus Debarshi Bhattacharya finished 
as third runners-up. 

The winners received prizes from Pavan Varshnei, 
Publishing Director, Business Today, Aumit Raye, 
Vice President (HR), Hindalco, an Aditya Birla Group 
company, and Anindya Sen, Dean, пм-с. The prizes 
were sponsored by Van Heusen, Lenovo and Philips. 
The event's media partner was CNN IBN and the online 
media partner was PaGalGuy.com. ш 





MOVING UP THE OUTSOURCING VALUE CHAIN 





The panelists: (L to R) Pankaj Vaish, BPO Lead, Accenture; Romi Malhotra, Director, Dell; B. Ashok, Sr. VP (ITS), Cisco; Kris Gopalakrishnai 
COO, Infosys; Suresh Vaswani, President, Wipro Infotech; Ajay Kela, COO, Symphony; Sid Pai, CEO, TPI; S. Nagarajan, COO, 24/7 


BT BOARDROOM BREAKFAST 


Towards А New Network 


Intelligent use of technology is the best way to enhance employee productivity, say 
panelists at the 10th Business Today Boardroom Breakfast. 


HE 10TH BUSINESS TODAY BOARDROOM BREAKFAST, 

and the second to be held in Bangalore, on 

September 7 saw a heavyweight panel from 
across the IT and BPO industries continue the debate on 
moving up the outsourcing value chain. The precise 
focus this time was on ‘Increasing employee productivity 
using networked rr’. The eight panelists agreed that tech- 
nology was the bedrock of the rr and BPO industries, but 
they argued that productivity improvements could be 
maximised by not just using IT and technology tools, but 
by simultaneously setting up the right processes and 
frameworks to ensure that people and networks, the 
two critical cogs of the industry, were safeguarded. “If 
the infrastructure and architecture is set up properly, 
then it is feasible to increase productivity, but you 
could also have anarchy if you are not careful,” said Kris 
Gopalakrishnan, President, СОО and Joint MD, Infosys 
Technologies, kicking off the discussion, which 
was moderated by R. Sridharan, Executive Editor, 
Business Today. While technology was important to 
enhance productivity and efficiency, systems must be put 
in place to measure the benefit to employees. 

Since people are critical to the continued success of 
the IT and BPO industries, it is important to use 
technology and networking to help enhance produc- 
tivity, argued Wipro Infotech President Suresh Vaswani. 
“We are making diverse people work together to deliver 
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applications and that is the cornerstone of the industry,” 
he said. Improvements in networking and connectivity 
had helped spread the rr revolution to Tier-II towns, but 
radical changes are unlikely in the way the 
industry is run from "firewalled" development centres. 
*Working out of home will eventually happen, but it 
will take a while for our global customers to get used to 
the idea of having their work done from anywhere out- 
side the development centre," Vaswani explained. 

Ajay Kela, СОО and мр, Symphony Services, and 
others contended that given the 10-hour time difference 
between India and the Us, working from home was 
imperative for engineers collaborating across the globe. 
*We have made it mandatory for 10-15 per cent of 
employees to work from home," he said. Symphony 
Services, according to Kela, has leveraged many types 
of technologies to smoothen the process of collabora- 
tion between teams that are geographically disparate, 
including initiatives such as IPTV, desktop-to-desktop 
conferencing and soft IP phones. 

All the panelists across the board argued for 
extensive use of technology to enhance productivity, but 
Sid Pai, СЕО, ТРІ, cautioned that “New technology isn’t 
necessarily better technology. We focus too much on 
what technology can solve; people think that by 
investing in the next great technology, they have found 
a silver bullet and solved all their problems. I believe that 
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“New technology isnt “Ме are making div- 
necessarily better. We erse people work tog- 
have to look at it more ether to deliver. That is 
holistically” the cornerstone” 

Sid Pai Suresh Vaswani 

CEO, ТР! President, Wipro Infotech 


we have to look at it more holistically.” 

S. Nagarajan, COO, 24/7 Customer, argued that 
“networking is our nerve centre without which we 
can't do business. The best way to move up the value 
chain is to move closer to the customer's core business 
and ensure that you became more "sticky" for that com- 
pany. We have implemented extranet sites, where our 
customers can check the progress of their projects; our 
employees are also given access to their client's intranet 
to understand what’s happening with their business.” 

Though there are plenty of technology tools to 
choose from, companies need to acknowledge not 
just the availability of the latest technology tools, but also 
learn how best to leverage them within an organisation. 
“Six years ago we coined the phrase, ‘Come for cost, 
stay for quality’. As the industry has matured, notes 


PHOTOGRAPHS BY DEEPAK G PAWAR 





“If the infrastructure is “Ме have made it 
Set up properly, then mandatory for 10-15 
it is feasible to per cent of employees 
increase productivity" ^ to work from home" 
Kris Gopalakrishnan, Ajay Kela 


President, COO and JMD, Infosys C00 and MD, Symphony Services 
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"Networking is our 


“tf we want to move 
nerve centre without up the value chain, we 
which we can't do need to deliver more 
business” value to clients” 

S. Nagarajan Pankaj Vaish 
C00, 24/7 Customer India BPO Lead, Accenture 


Dell's Malhotra, that paradigm has changed to ‘come 
for quality, stay for innovation'. No one is excited 
about saving 30-40 per cent in costs anymore," he 
declared. For the ВРО industry specifically, domain 
knowledge is becoming a key requirement and tech 
nology is playing a big part in help build these skills, һе 
added. While the debate over people and technology 
continues, Pankaj Vaish, Accenture's India Bro Lead, 
argued that a complete overhaul of the current business 
model is critical for its long-term sustainability “If we 
as an industry want to move up the value chain, w« 
need to deliver more value to clients. It's the fund: 

mental premise. This will help create longer-term 
relationships with customers. As an industry, we need 
to move from the domain of input-based pricing to 
output-based pricing,” he argued. ш 





"Now companies "Networked IT is going 
come to India for to play a bigger role at 
quality and stay for the work place" 
innovation" B Ashok 

Romi Malhotra, Sr. Vice President (ITS), Cisco 
MD, Dell Intemational Services India Systems (India) 
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BECKONING CAREERS 


Rolling Stones or Solid Rocks? 


Do job-hoppers rise up the corporate ladder faster than the stayers? Well, there's no clear 
trend line, and the decision to hop or stay depends on your unique conditions. 


RAHUL SACHITANAND, KAPIL BAJAJ AND SHIVANI LATH 


HOULD YOU STAY OR SHOULD 
you move on? New age 
conventional wisdom says 
job hopping is the path to 
faster career growth. But, 
there are several people who have 
remained loyal to their employers 
and received ample reward in terms 
of career growth, financial com- 
pensation and professional satis- 
faction as well. “The trend of switch- 
ing jobs every three to five years 
has been acknowledged and 
accepted by corporate India,” says 
Venkat Shastry, Partner, Stanton 
Chase International, a leading 
executive search firm. 
As people gravitate towards fast- 


It’s true that several high profile people have, indeed, 
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2000: Joined HCL Comnet as General Manager (Sales) 


growing industries such as retail, 
IT and civil aviation, lifelong or 
even decade-long commitments to 
a single employer is expected to 
decrease, argues G. Shankar, who 
recently moved from his previous 
job as CEO of Lifestyle Retail to 
head the footwear vertical at 
Reliance Retail. “Гуе always wanted 
to be in the fast-growing retail mar- 
ket. After handling the sourcing 
business for the UK-based Tesco 
and following a delay in its retailing 
plans, I decided to switch to 
Lifestyle,” Shankar says. Then, he 
decided to jump ship again, this 
time as head of Reliance Retail’s 
footwear division. “I was in the 
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sourcing business for five years and 
then got a great opportunity to 
switch careers with Lifestyle and 
then Reliance... these are the kind 
of chances people will increasingly 
take in a booming market," he 
contends. 

*A lot of people make the mis- 
take of looking at a potential job 
from the point of view of what it is 








today rather than what it will do to 
their careers in the long term. You 
need to ask yourself: what will a 
new job add to my career and 
where will that lead me?" says 
Ronesh Puri, Managing Director 
of search firm Executive Access. 
K.K. Maheshwari, Director, 
Aditya Birla Management 
Corporation, Wholetime Director, 
Aditya Birla Nuvo, and Head of 
the group's global chemicals and 
trading businesses, has been with 
the AVB Group for more than 20 
years. He joined the group in 1985 
as Vice President (Finance) and has 
grown with it. *That was the time 
(1985) when the group began cen- 
tralising its finances. I was fortu- 
nate to get the opportunity to head 
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that function. That gave me my 
first exposure to senior manage- 
ment and the outside world. 
Thereafter, I was transferred to 
Thailand to manage the group’s 
chemicals business there. Then, last 
year, | was moved to the group's 
global (overseas) chemicals busi- 
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ness. And this year, I was asked to 
head global trading. Obviously, 
when а person gets opportunities to 
prove himself and is given recogni- 
tion for good work, he grows in 
confidence," says Maheshwari. 
What's his take on job hopping? 
"The key to career progression is 
learning, which always happens 
over a period of time. If you do 
not give yourself a ‘realistic’ time 
frame in which that learning can 
take place, you may not be doing 
justice to your career and your em- 
ployer," he says. Adds Sandeep 
Bidani, Director (HR), Colt 
Technology Services, a captive BPO 





of European telecom company COLT 
Telecom: *The phenomenon of job 
hopping is rooted in the obsession 
with vertical career movement. But 
a satisfying stay in a single organi- 
sation is often based on lateral 
movements encompassing a vari- 
ety of roles." 


Naresh Chand Gupta is another 
stayer who has belied the belief that 
changing jobs is the only way to 
the top. He has been with software 
product vendor Adobe for the last 
12 years, and has turned down sev- 
eral lucrative offers on the way. 
Gupta says forsaking offers from 
other companies was worth it since 
he got to anchor the establishment 
of Adobe India's R&D centre in 
1997 and saw it evolve into one 
of the company's largest facilities 
globally. *Long stints within a com- 
pany give you the chance to work 
across multiple locations and give 
you the space to experiment with 


reached new highs by moving from job to job 
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multiple business lines,” says N.S. 
Bala, Senior vp (Manufacturing 
Solutions), Wipro Technologies. 
“In the 16 years I have been with 
Wipro, I have had the opportunity 
of working in multiple businesses 
and in multiple locations from 
Coimbatore to Chennai to 
Bangalore to Dallas to New York." 

Pankaj Bhargava, Chief of HR, 
Marico, who joined the company 
15 years ago and worked his way to 
his current position, agrees. 
*Moving jobs gives people multiple 
perspectives; but if you want to 
build an organisation, you have to 
stay with it through its ups and 
downs," he says. 

Sanjeev Keskar, Country Sales 
Manager for Freescale Software, 
had worked in National 
Semiconductor (five years) and AMD 
(five years) before taking up his 
present job in 2005. *You need at 
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Pankaj Bhargava 

Chief of Human Resources/ Marico 

1991: Joined Marico straight from the campus 
and climbed up the ladder to his current position 
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N.S. Bala/ Senior VP (Manufacturing Solutions)/ Wipro Technologies 


1989: Graduated from IIM, Kolkata, and joined Wipro as Software Support Executive straight from campus 
He has held several important positions in the company and climbed steadily to his current position 


least six to eight months to get the 
feel of a company's culture. And 
one can make a contribution only 
after that,” he says. 

Sumeet Sood, УР (Finance), 
Amar Ujala, has changed four jobs 
since beginning his career with AFL, 
a privately held logistics company, 
14 years ago. He has also had stints 
with Arthur Andersen and H1 
Media. “I look for a larger role for 
myself when considering job 
switches. I believe it's important 
for a person to spend sufficient 
time in an organisation; this allows 
him to stretch his learning curve 
to the optimum and then deliver 
what he promised to his employer," 
he says. 

Vinod Tete, Global Practices 
Director, HCL Comnet, made his 
way up the corporate ladder by 
moving from a large company 
(Maruti Udyog) to a small one. 
“Moving from a big brand auto- 
mobile company to a small, rela- 
tively unknown IT infrastructure 
services company six years ago was 
a big gamble,” he says. But it paid 
off; as HCL Comnet scaled up from 
being a 500 person company to a 
3,800 person one over, he saw his 
designation change from Manager 


(Sales) to Global Practices Director. 
“You can grow fast by moving from 
a big company to a smaller one— 
that’s when you get a bigger role— 
and then moving back to a big 
company. So, it is sometimes im- 
perative to switch jobs to give your 
career some momentum,” he says. 

Adds Girish V. Rao, vp (Sales 
and Marketing), LG Electronics 
India, who began his career with 
Blow Plast, then spent 20 years with 
BPL, before joining his current job 
three years ago: “When changing 
jobs, it is always important to con- 
sider what value the new assign- 
ment can add to your resume. 
International postings and larger 
responsibilities pose challenges, but 
also bring satisfaction. Higher com- 
pensation is a natural outcome of 
such progression.” 

There is, therefore, no set route 
for achieving professional success. 
There are examples both of peo- 
ple who stayed with one company 
and rose to the top as well as of 
people who switched jobs and made 
it. Equally, there are people who 
did these things and did not succeed. 
The choice really depends on the 
individual and his/her unique 
circumstances. 


Wanted: Fitness Freaks 


Gyms, spas and corporate offices are all hiring 
physical trainers. 


Kc FUTNANI (CERTIFIED REEBOK INSTRUCTOR) 
gets up at 6 a.m. every morning to teach aerobics 
to his batch of 20 at the Russian Culture Centre. This 
translates into a monthly income of Rs 45,000-50,000. 
India's young, and health conscious, working 
population is throwing open a new career option for 
"fitness freaks". 

There is a demand for trainers not just in fitness cen- 
tres, gyms, hotels, spas but also in offices. *Many cor- 
porate houses and advertising agencies have well- 
equipped gyms and employ fitness trainers who advise 
on how to stay fit," says Nisha Verma, Master Aerobic 
Trainer with Reebok for the north zone. Brands mat- 
ter here, too. Reebok is the only sports and apparel 
company to train personal and general instructors in 
India. Home grown brands like Talwalkars and Growth 
For Fitness Instructors also have courses for people who 
want to take this up as a career option. 

PALLAVI SRIVASTAVA 


FACT FILE 


WHO'S HIRING 

Gyms, hotels, resorts, spas, compa- 
nies, schools, colleges, clubs 
WHO'RE THEY HIRING 

Trained physical instructors 
TRAINING INSTITUTES 

Reebok, Talwalkars and Growth For 
Fitness Instructors 

COURSE DURATION 

Three months 

COURSE FEES 

Rs 12,000-25,000 


SALARIES 
Rs 20,000-50,000 per month 











COUNSELLING 





Q: | am an MBA (Finance) with three years of experience 
in the recruitment field with institutes and consultancies. 


| wish to join an ММС, but they prefer an HR specialisation. 
. Will a diploma in HR management suffice or should | 


pursue a computer/IT degree to gain entry into an MNC? 
First you need to figure out what discipline or spe- 
cialisation interests you and is the best fit for your 
skills. Given that you have an MBA, not all companies 
will hold the lack of specialisation against you. It 
will be a good idea to do a computer-related course 
if you want to be in iT. IT and finance have 
always been a good combination. 


Q: 1 am a 29-year-old marketing professional working for 


the past three years with an auto MNC. | joined this place 
‘soon after completing my MBA in marketing and 
finance from a reputed institute. | want to pursue 


accountancy now. Please advise. 


You have to decide whether you want to pursue 
marketing or finance. Try and get a transfer to the 
finance department to get a feel of the job. Chartered. 


accountancy and an MBA are a good. con 
for a finance professional. However, since youh 
not done articleship, you might have to give Pied 


_ job to do so. 


Answers to your career concems are contributed by Tarun Sheth y 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US — _ 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, Me 
Jhandewalan Extn., New Delhi—110055. 
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7200 Talented Brofessibnals 


Over 500 Engineers, 200 Management Graduates - 
and 40 Chartered Accountants 





Jobs | oday 





The Sultanate of Oman is one of the fastest growing 
economies in the GCC with а modern, well-developed 
infrastructure offering а quality of life comparable to the best 
in the world. 


We are one of the largest business groups, representing 
several leading Global brands like TOYOTA, LEXUS, 
DAIHATSU, FORD, KIA, MAN, KOMATSU, HINO, 
YOKOHAMA and many more. Each brand is a market leader 
in its respective category in Oman. 


We currently operate from 50 strategically placed locations 
employing over 7200 high calibre personnel and our sales 
turnover is over US $ 2 billion. 


We are on an ambitious growth path with several exciting 
initiatives-including over $ 200 million investments in our 
infrastructure. To be a part of the Best Arab Organisation, 
we invite smart and dynamic professionals for the 
following positions: 


WAREHOUSING & DISTRIBUTION LOGISTICS 





The Job: To lead, guide and motivate a large team of around 200 professionals 
comprising of managers, executives, and skilled / unskilled personnel. To keep 
them abreast of technical changes & improvements. To plan & implement 
‘Kaizen’ improvement programmes. To study, plan and implement setting up of 
new regional warehouses in line with business requirements. To interact with 
overseas Principals on all Warehousing & Logistics matters, as well as with all 
user departments to meet business objectives. Enhance internal & external 
customer satisfaction. 

The Person: Engineering or Science Graduate with additional Management 
qualification in Materials Management / Industrial Engineering / Business 
Management. Around 20-25 years experience in handling Supply Chain 
Management with primary focus on Warehousing & Distribution in a large 
reputed company in Automobile / FMCG / Light Engineering industries. 

Age: Around 45 years 





Ф) TOYOTA 


Dieus DAIHATSU 


The Job: To assist Head - Warehousing & Distribution Logistics in 
all aspects relating to Supply Chain Management. To evolve suitable 
monitoring mechanisms and MIS to study all performance 
parameters. To conduct ongoing studies for improving efficiency, 
productivity and customer satisfaction. To devise appropriate plans 
for ongoing "Kaizen" improvement in all areas of operations. 


The Person: Engineering or Science Graduate, preferably with 
additional Management qualification in Materials Management / 
Industrial Engineering / Business Management. Around 15 years 
similar experience handling Warehousing / Logistics functions in 
Automobile / FMCG / Light Engineering industries. 


Age: Around 35 years 


| 


tomobile / Mechanical Engineering 
‘years experience in similar capacity wi 
ship - 


ate and guide a large team of. service professionals 
in Service Engineers, Service Marketing staff апа Technicians and to 
or, analyse and improve the shop floor productivity of the Workshop. às 
е profit centre. 
Degree in Automobile / Mechanical Engineering. 
experience in handling similar responsibilities, hands. 
ауа ability to trouble shoot the problems of. ~ 


; skills. and ag со 


Аде: Around 40 - 45 years Map 


E-mail sbgrou р 
Website: www WWW, 





МЕСЕ - a name that is synonymous with Infrastructure building in India provides total solutions in the core 
sectors of Water, Power, Buildings, Transportation, Industrial Structures and Irrigation. To handle our 
projects nation-wide, we have a network of regions operating in Delhi, Chennai, Bangalore, Pune, Kolkata, 
Jaipur, Ahmedabad, Lucknow and Bilaspur with corporate office at Hyderabad. 


The ISO 9001:2000 certified company with over Rs.1800 crores Group turnover, over 3000 employees, 
order book of over Rs.6500 crores and plant & machinery worth Rs.200 crores has successfully built-up an 
impressive reputation in Indian Infrastructure Industry by offering world class quality, sound engineering 
and adhering to delivery schedules. 

To strengthen its Management Team, IVRCL seeks the services of experienced professional to manage 
the Finance operations at our Corporate Office, Hyderabad : 


We are performance oriented with diverse and radical thinking, making us one of the most exciting 
places to work. If this challenges you, please send іп your detailed Resume, enclosing a covering letter 
with the position applied for and specifying present/expected CTC within 10 days to: 





ET TO WRITE THE 


ALANCE SHEET. 


AND TAKE YOUR CAREER TO NEW HEIGHTS WITH SOME OF THE WORLD'S FASTEST GROWING FMCG BRANDS. 


itt enckiser i is а world leader in household cleaning, heal th ond personal care products, Reckitt Benckiser employs around 22 o | 
dwide and sells in 180 countries. The company had net revenues of USD 9 bn and an operating profit. of USD 1.80 bn. With a marke 
n of USD 25 bn, it ranks amongst the top 30 UKI isted companies. 


it Benckiser 1 India Ltd. is a leader in household cleaning, home and personal care Bidets fis brands include DETTOL, M RTEIN 
ARPIC, LIZOL, EASY OFF BANG, VEET, CHERRY BLOSSOM and many more; as well os pharma products like DISPRIN, f 
ckitt Benckiser India is headquartered in Gurgaon with revenues exceeding Rs. 1000 crores. The Indian operations also act. as the sgonn 
radquarters for South Asia operations. 


sition: SUPPLY FINANCE CONTROLLER. The incumbent will be прориві e for the financial management of all factories and Co-Pack uni 
i esponsibilities include managing COGS, factory operating margins, restructuring, MIS and reporting & managing other supply 
nd sourcing. The role reports to the CFO and s all the NS accountants b ing into, a Hen with the responsibilifü 


a y / Factory Accounts exposure for a minimum of 6 years, should have managed Factory Accounting at unit level/corporat. 
olead and manage a team of ds onals. * ы کک‎ s across matrixand cross functional f teams” Ability 


ıersonal sta 
ance organi n i uhdentonds and оч key reporting systems ios ensure ү ‘af daté and ш 22 ng * » Abil liy to e 


ec & indirect lax and implications i inthe area of manufacturing * Hands on. with ERP.& automated environment 


sation: Extremely competitive. 








DIDATES TO SEND ACROSS THEIR RESUMES AT THE FOLLOWING EMAIL ID : b 
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THE BI-POLAR 


State 


Kerala’s Technopark is bursting at the 
seams and its occupants can’t stop 
praising the state government, but 
elsewhere, the administration has banned 
the sale of Coca-Cola and Pepsi and 
Microsoft too appears set for 

the boot, RAHUL SACHITANAND discovers. 
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Chief Minister V.S. Achuthanandan 
addresses party workers (above) and 
protesters vent their ire at Coca-Cola 


SEPTEMBER 11, 2006 
6 p.m. Technopark, 
Thiruvananthapuram 


IFTEEN KILOMETRES FROM 

the secretariat, where the 

84-year-old Chief 

Minister V.S. Achutha- 

nandan works from a 
large, sparsely decorated high-roofed 
office, Kerala’s growing IT prowess 
is in full display. Hundreds of techies 
who work in the air-conditioned 
offices of rr companies in the 147- 
acre campus are heading out for the day, some to the 
buses and cabs that will take them home and others to 
the food court for a leisurely coffee. This is the new and 
pro-business face of Kerala, where every large IT czar is 
queuing up for space to escape the unmanageable 
growth of larger cities such as Bangalore, Delhi and 
lately Chennai. Land rates and rentals are low and 
traffic is almost non-existent compared to the hour (or 
more) that most code-jocks spend in Bangalore's rush 
hour traffic. ^Kerala is the best place to work in the 
country," declares V.K. Mathews, a home-grown 
entrepreneur who has seen his software product com- 
pany, IBS, survive two meltdowns (first the tech bubble 
burst and then 9/11) and has just seen his headcount 
cross 1,000 a few days ago. 


PHOTOGRAPHS ВҮ SHANKAK 
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It isn't just local entrepreneurs heaping praise on 
Kerala’s growing IT prowess, but multinationals too 
are queuing up for space in the already choc-a-bloc 
Technopark or to set up independent campuses in its 
vicinity. “Kerala’s reputation has improved dramatically 
since we opened here in 2003 and facilities here are com- 
parable to the rest of the country,” says Rakesh Kumar 
Gupta, соо, Allianz Cornhill Technology India, a cap- 
tive IT and BPO centre for the UK-based insurance giant. 
But there's trouble brewing elsewhere in the state. 
Coca-Cola (whose bottling unit in North Kerala was 
shuttered 30 months ago) and Pepsi have both had 
their flagship colas' sale banned (both are appealing), and 
tech giant Microsoft is on the verge of being shown the 
door in favour of free software. *Both Pepsi and Coke 


Whenever you see a tree... 
reots,are poweritig-it 


Whenever you. see a network... 


JMRO-TÉK is powering it- 





You could pick any access network, in the country Products and solutions powering Legacy 
А t. Coan tion Rr dband Access Networks 
chances are you will find us there. From Bankina Next-Generation Broadt à e 
В ic Ж over and and infrastr 
Finance, Telecom, Power and Nefense to s. Carriers built with state-of-the-art DSL CWDM 
and Enterprises, MRO-TEK's last mile solutions form a 


intelligent Muxina, high speed secure Ethernet 


critical component of networks in each secto WiFi & NLOS WIM 


Our thrust on R&D and local manufacturing gives us 
that extra edge, enabling us to create products and 
solutions that meet specific customer needs 


Our strength lies in debt free, sound financial base and 
dedicated manpower with one of the lowest attrition 


rates in the industry. Access Every Network 


www.mro-tek.com 















Kerala's Industries Minister, 
Elamaram Kareem (left), 

says that the state is not 
anti-business, and indeed there 
are some, like tech entrepreneur 
V.K. Mathews, who swear that 
“Kerala is the best place 

(to do business) in the country” 


had pesticide levels 30 times the permissible limit and 
we banned their sale to safeguard public health,” 
Vishwas Mehta, Kerala’s Health Secretary, tells ВТ. 
The cola companies have a different story to tell. 
“We have the same uncompromising commitment 
to product safety and quality in our beverages in 
India that we offer around the world,” says Vikas 
Kochhar, a Coca-Cola India representative. 

While Achuthanandan may have a long-standing 
dislike for cola giants and seems to have entered into a 
very personal battle against them, the opposition has 
been quick to pounce on the LDF administration’s 
shortcomings. “The current government is self-con- 
tradictory and is unwilling to explore new ideas for the 
betterment of the state and its people,” thunders С.Р. 
John, who heads the Communist Marxist Party, iron- 
ically one of two left-leaning parties in the opposi- 
tion United Democratic Front. *We are all for investors 
as long as there is a benefit to the people of the state, but 
we will not allow people to use the state's resources for 
their personal gain," Achuthanandan tells this writer in 
his Secretariat office. 

The other act of state-sponsored defiance against big 
business is evident a couple of kilometres from the city 
centre in a state-run high school, where students are 
contributing their two bits to the government's anti-busi- 
ness stance, by learning free software, instead of 
Microsoft's Windows operating system. According to 
a recent diktat from the state's Education Minister 
M.A. Baby, students across 2,650 government and 
government-aided high schools will now cut their 
teeth on free software rather than get Windows. 
“Kerala will be the free software destination of India,” 
Baby tells this writer, even as he prepares to roll out this 


ambitious initiative state-wide. Education department 
officials put down this move to a recent visit by free soft- 
ware maven Richard Stallman, who made a forceful 
case for the move, and Achuthanandan's long-standing 
antipathy for Microsoft. 

According to Microsoft officials, however, using paid 
and proprietary software has its own advantages and the 
company has even rolled out cheaper packages keeping 
in mind the education segment. Rohit Kumar, Country 


Head (Public Sector), Microsoft India, says, * Microsoft 
has a long-term vision towards the cause of IT education. 
Microsoft has successfully created a competitive pric- 
ing model and Windows ХР Pro is available to them at 
an estimated retail price of $25-$30 (Rs 1,175-1,410) 
per desktop." 

Kerala's anti-business perception isn't from these two 
incidents alone. The Rs 2,200-crore Vallarpadam 
Trans-shipment Container Terminal and the ambi- 
tious Dubai Internet City (DIC) appear to be in limbo, 
with a furious blame game in progress between the cur- 
rent and previous governments. "The Kerala 
Government is not anti-business; DIC will happen, and 
we will sign a final Mou in October,” claims the state's 
Industries Minister Elamaram Kareem. He's quick to 
add that many proposals have been green-signalled, in- 
cluding a 1,000-acre food processing zone in Waynad, 
a 260-acre industrial centre in Kannur and the purchase 
of 162 acres of land to upgrade the Kozhikode Airport. 
“Investors are welcome to Kerala and we want to 
change the common perception of the state. We will 
undertake a Rs 10,000-crore infrastructure makeover 
for Kerala and will set up a separate public sector 
company for this purpose," says Kareem. Business, 
meanwhile, is waiting. Ш 


bt bookend 





The China Factor 






г China may have messed up its capital markets privatisation, but it is forcing economies 


PRIVATIZING Г DEOLOGIES DON’T PARTICU- 
CHINA [es stand a chance 
.before the market, And, 


By Carl E Walter & 
Fraser J.T. Howie 

John Wiley. & Sons (Asia) 
Рр: 335 

Price: Rs 1,642 


the Middle Kingdom is no ex- 
ception to this. In their book 
Privatizing China, authors Carl 
Walter and Fraser Howie cap- 





Chinese stock market over the 
last decade. The constraints 


terprises' unceasing need for 


state's vice-like grip on own- 
ership of the assets. 


market, a good part of which 


stand was the force of eco- 
» nomic activity in Shenzhen and Shanghai. This 
approach, however, perpetuated the distortions in the 
market as the State resorted to patchwork—it floated 
several classes of shares that, initially, stirred in 
watertight compartments; cherry-picked parts of 
state-owned enterprises that were packaged for mar- 
‚ ket offerings. A fallout of the latter move was that 


post-listing, inefficiencies resurfaced. Worse, pricing: 


of public offerings was formula-driven and not mar- 
ket discovered, resulting in rampant insider trad- 
ing and scams. 

Ironically, while the state-owned industries were 
able to raise capital though equity offloads, the gov- 
ernment could not. When it put its shares on the 


block, the markets went on a free fall. Interestingly, 


that prompted the state to take a relook at its own- 
ership profile and redesignate its class. of shares. 
Clearly, waltzing with the markets is a one-way 
ticket. The book captures the ingenuity of the mar- 


ket players, whose zeal to wedge open the ajar door, 
never mind the means, was limitless. Parallel markets. 


were created, to say the least. Surely, the elders of the 
.. Han Dynasty would be smiling upon the market 
| developments i in China—for, it was during their 
time that the Silk route trade blossomed. 


BALAJI CHANDRAMOULI 


ture the maturing of the: 
. could not be worse— on the: 
~ one hand, the state-owned en- 


capital, and on the other, the 


The result was a distorted : 


remained illiquid. What 
nudged the state to іпсге-. 
mentally dilute its ideological 


- around the world—and the corporations within them—to reinvent their business models. 
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THESE AEN T Da Dru 5 
. incremental compe- `. MANAGEMENT x 
| А. tition. Can you think 
- of any company recently By Shoji Shiba i. 
David Walden 


- that won a market segment 


_ change, they do so because 


б technol ogy, (China) pric- 
. ing, or scale. Digital cam- 


- electronic fuel injection, 
examples of such changes. 

entry. of new competition. 

- Suddenly, old, family-man- 


- aged groups | had to takeon ™ 
‘global corporations. If the BPLs and Onidas had to 


because it priced its product CII 


or service marginally lower Pp: 267 
than that of its competitor? Price: Rs 280 


These days, when markets 


of sudden upheavals—in 


eras, internet telephony, 


wireless are just some 





compete with the Sonys and Samsungs, the Hindustan 
Motors and Premier Autos had to deal with the 
General Motors and Toyotas of the world, What 
should a company do? Shoji Shiba, one of Japan's 
best-known quality gurus, has a name for the 


response: “breakthrough management”—that is, “a 


fundamental change in an organisation’s direction”. 
That’s what Ratan Tata effected when he drove 
truck-maker Tata Motors into passenger cars (It's a dif 
ferent story that Tata Motors will need more break- 
throughs to truly challenge the global auto giants.) 
How do you effect such a fundamental change in 
an organisation's direction? Also, why do some com- 
panies manage to make this quantum leap and others 
fail? You'll find answers to these questions and more 
in Shiba’s new. book. Shiba, who's been advising 


-Indian companies in the auto industry for more than 


a decade now, admits that it is not always possible to 
anticipate paradigm shifts. Just the same, he says; 
CEOs must learn to pick up signals and act upon 
them. In the book, Shiba offers several useful tools and 
techniques for breakthrough management. Any CEO 


^... Who wants to ensure his company's long-term survival 


should buy a copy of this (subsidised) book. m 
R. SRIDHARAN 
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is no different. These menare the believers, 
: a tech cult that's defining the 
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S. ‘Kris’ Gopalakrishnan 


President, Joint Managing Director and COO 
Infosys Technologies 





W v 


Preferred song list: 
[4 (N.R. NARAYANA) MURTHY, (S.D.) SHIBULAL AND I ARE CONSTANTLY TRYING TO GET 


: ED с» z ; Bohemian Rhapsody 
ahead of each other in (collecting and listening to) music,” says Gopalakrishnan, Freddie Mercury, Queen 
who bought a 60 GB iPod a year ago. His choice of music: everything from rock Layla 

to Carnatic music. His preferred mode of relaxation: sitting by the pool at Eric Clapton 
Infosys' 80-acre campus in Bangalore's Electronics City and listening to his Super Trouper 
favourite Malayalam numbers. “Му music collection is a throwback to the 70s and ABBA 
80s and I tend to listen to it anytime I want to relax or when I am driving or trav- Money For Nothing 
elling,” says Gopalakrishnan, who still drives himself to work. “I also use my iPod Dire Straits 
for work, since it can serve as a back-up device and stores podcasts too," he adds. The Wall 

RAHUL SACHITANAND Pink Floyd 


Ramakrishnan 
Chandrasekaran “THE iPOD IS THE BEST CHOICE FOR A MUSIC BUFF LIKE ME; IT GIVES 


me hours of portable listening pleasure everyday,” says 
Managing Director 


Cognizant Technologies 


Chandrasekaran, adding that his house resembles a mini iPod 
store. “It is with me from the moment I sit down on my garden 
swing every morning with my first cup of coffee and my news- 
papers. Music is a part of my fitness sessions at the gym, my drive 


to the office and back and also on the long, tiring flights,” he 


adds. His choice of music: Carnatic music, and Tamil and 
Hindi film songs. 


Nitya Varadarajan 





Colvyn Harris 


CEO 
JWT India 


A UMEN, т 








Preferred bands: 
1. CSNY 
. The Doors 

Eminem 

The Beatles 
5. MLTR 
. Grateful Dead 
7. NRPS 
. Deep Purple 
CALIFORNIA DREAMING IS THE CALI 
tune on Colvyn Harris’ phone. 
This self-confessed *gadget freak" 
is on his iPod when he is working 
out, unless, of course, there is mu- 
sic playing at the gym. *The iPod 
is a part of my entertainment and 
1 can programme the music any 
way I want, which is fabulous," he 
exclaims. Harris says the reper- 
toire on his iPod ranges from soft 
rock to rock to pop. Harris is also 
a heavy user of the iTrip. When he 
is entertaining people at home, 
he relies on his iPod to dish out 
the best music. “I look at the iPod 
as a great generation bridge," 
he says. 
KRISHNA GOPALAN 


Favourites: 


V 


ityashree Mahadevan 


Maharajapuram Santhanam 
| ока! 


T.N. Krishnan 


Sanjay Subramanian 
Vocal 


jini and Gayatri 
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Sanjeev Goenka 


Vice Chairman 
RPG Enterprises 


HE HAS BEEN USING HIS iPOD FOR THE 
last two-and-a-half years. He received 
it as a gift on a “family occasion”, 
but he was initially reluctant to use 
that. “I had some ethical reservations 
about listening to music on the iPod,” 
he says (he runs a music company, 
Saregama, formerly HMV India). 
Eventually, however, he got hooked 
“for the sheer convenience of hav- 
ing my own music library”. What 
does he like most about his toy? “I can 
listen to songs of my choice whenever 
and wherever I like, he says. 

RITWIK MUKHERJEE 


Preferred song list: 
Beat Of Passion 
A.R. Rehman 
Believe In Love 
Scorpions 
Bombay Awakes 
A.R. Rehman 


Chhaiya Chhaiya 
Sukhwinder Singh 
Chak Dhoom Dhoom 
Lata Mangeshkar, 

Udit Narayan 

























SHAMIK BANE 





RJEF 





Arun Jain 


Chairman and CEO 
Polaris Software 


“i USE AN iTRIP IN MY CAR; THIS 
allows me, rather than my driver, to 
control the settings," he says. Jain 
also listens to management books 
being read out on his iPod and uses 
it to record and replay voice memos 
at work. “1 got hooked two years 
ago to the ‘addictive’ simplicity of 
its design, which allows for index- 


ing and random sequencing of 


songs," he says. On his playlist are 
1,200 songs that revolve around 
seasons and some old dancing 
songs. 

NITYA VARADARAJAN 





Utpal Sen Gupta 
President $ 
Agro Tech Foods 


HE RECEIVED AN iPOD MINI AS A GIFT 
from his daughter, and it changed 
the way he listened to music for- 
ever. *I carry some 1,500 old 
Bengali and Hindi songs on my 
iPod," says Sen Gupta. His 
favourites: songs by Kishore 
Kumar, Geeta Dutt, Asha Bhonsle, 
Manna Dey and Hemant Kumar. 
Sen Gupta uses the iTrip, an 
attachment that allows him to beam 
music from his iPod to a tuner. At 
home, he hooks his iPod to Bose 
speakers for optimum satisfation. 

E. KUMAR SHARMA 
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Preferred song list: 





Preferred song list: 


Haribhari Vasundhara 
Pe Nila Nila Ye Gagan 
Mukesh 


Woh Kagaj Ki Kashti 
Jagjit Singh 
Hum To Hain Pardes Mein, 


Des Mein Nikla Hoga Chand 


Jagjit and Chitra Singh 

Dil Cheez Kya Hai 

Asha Bhonsle 

Maahi Ve 

Sadhana Sargam, Sujata 
Bhattacharya, Udit Narayan, 
Sonu Nigam, Shankar 
Mahadevan 


Laga Chunari 
Men Daag 

Manna De 

Babuji Dheere Chalna 
Geeta Dutt 
Laheron Pe Laher 
Hemant Kumar 

Aaj Phir Jeene Ki 
Lata Mangeshkar 
Sagar Kinare 
Kishore Kumar 


› 


ны 


AINVAASVN 


<= \ Ж, 
M.G. Parameswaran 


Executive Director & CEO, Mumbai 
FCB-Ulka 


Preferred song list: 


Sultans Of Swing 
Dire Straits 

Here Comes The Sun 
Beatles 

Jumping Jack Flash 
Rolling Stones 
Birdland 

Weather Report 


Saints Come Marching In 
Louis Armstrong 


PARAMESWARAN PICKED UP HIS iPOD 
two years ago on an official trip to 
Chicago. He listens to Carnatic 
music with the same kind of pas- 
sion as he does The Doors. His 
favourites: old Tamil songs, 
Carnatic music, jazz, pop and rock. 
“I'm on the iPod when I feel up to 
it. And yes, there are times when 1 
cool off at work with it,” he says. 

KRISHNA GOPALAN 
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Run Smarter Indoors 


OR THOSE WHO FIND RUNNING OUTDOORS IMPRACTICAL—LACK OF A 
Е jogging track or a park, bad traffic on the roads, air pol- 
lution or plain bad weather—a treadmill is the best indoor option. 
But there are some common errors in treadmill running, errors that can 
cause or increase the risk of accidents and injuries. The obvious dif- 
ference between running on a treadmill and running on the ground is 
that in the former you are moved by a belt in motion. It is from this that 
the commonest mistakes can occur. Here's a dos and don'ts list for run- 
ning indoors: 
Don't lean forward. In treadmill running, keep your body upright 
because unlike running on the ground, you don't need to lean forward 
because the belt of the treadmill pulls your feet backward. Keeping your 
body upright and not leaning forward helps you to avoid keeping your 
feet in contact with the belt for too long—a mistake that can make you 
trip and injure yourself. 
Always run at an incline. Running with a zero inclination on a tread- 
mill is the same as running downhill. Set the incli- 
nation at between 1 and 3 to simulate running on 
the ground. That way you not only burn more 
calories but also get the most out of 
your workout on the treadmill. 
Run/walk faster. Whether you run or 
walk, on a treadmill you should set 
the speed a bit faster than if you were 
running or walking over ground. The 
reason is simple: you don't have to 
overcome wind and air resistance in- 
doors like you have to outside. So to get 
the same effect on calorie burning, you 
ought to move a bit faster. How much 
faster? Well, anything between 0.5-1 
kmph, perhaps. But the best way is to 
find your own rhythm over time. 
Monitor your heart-rate. As a rule you shouldn't exceed 75 per cent of 
your maximum heart rate (MHR). A simple formula for calculating 
your maximum heart rate is: MHR—220-XY, where XY is your age. 
Some suggest a separate formula for women: MHR=200-XY. А com- 
mon mistake is to crank up the speed on a treadmill to the point 
where you have to cling on to the side bars while running or walking. 
That is neither safe nor desirable as it can make your heart rate shoot 
to dangerously high levels. 
Be in control. While running or walking on a treadmill you should stand 
erect and swing your arms as you would over ground. Speed and incline 
should be under control; you should not be forced to run or walk faster 
than what you can do comfortably; your shoulders should be relaxed 
and your gaze should be upwards and not looking down at the display. 
MUSCLES MANI 





write to musclesmani@intoday.com 
Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


SIX WAYS TO BEAT 
STRESS 


O MATTER WHAT JOB ONE HOLDS, 
АЕ is that unwanted 
"perquisite" that comes along with it. 
But with smart habits, one can lead a 
healthy life. Here's how: 


Get enough exercise: Exercise improves 
blood flow to the brain, bringing add- 
itional sugars and oxygen that may be 
needed during deep thinking. Try to 
breathe in and out gently through 
the nose. Your upper chest and stom- 
ach should be still, allowing the 
diaphragm to work more efficiently. 
Sleep well: Says Dr Rajashekar Reddi, 
Senior Consultant, Max Super 
Specialty Hospital, New Delhi: "A 
good night's sleep allows you to tackle 
Stress better. Lack of sleep can leave 
you feeling sluggish, irritable, forget- 
ful, making it difficult to concentrate.” 
Sleep for 7-8 hours every night. 


Eat right: “A well balanced diet is 
crucial for preserving health and help- 
ing reduce stress. Eat foods rich in an- 
tioxidants (like vitamins A, C and E). 
Drinking too much coffee, tea, or 
coke can amplify stress levels," says 
Dr Reddi. 
Massage therapy: Massage relaxes 
tense muscles, eases stress, relieves 
pain and usually helps people to 
sleep well. It also helps you keep 
your temper under control. 
Progressive Muscle Relaxation: This 
is a deep relaxation technique based 
on the simple practice of tensing, or 
tightening, one muscle group at a 
time followed by a relaxation phase to 
release tension. It can be learnt by 
anyone and requires only 10 to 15 
minutes of practice everyday. 
Watch your posture: Says Dr Reddi: 
"A good posture cuts back strain on 
your body muscles." Squeeze your 
shoulder blades together and down to 
strengthen upper back area. Also, 
keep the computer monitor at eye 
level so you don't have to look up or 
down too much. 

MANU KAUSHIK 
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Unconference 


India's biggest blogging meet had the feel of a college fest-cum-corporate 


jamboree, writes vAISHNA ROY 
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| Bloggers are not as famously uncommunicative outside their PCs 


CROWD OF GEEKS, SHOWING UNUSUAL ANIMATION 

outside the virtual world, is waning and waxing 

excitedly in one corner of the large audito- 
rium. I wonder idly if a new ѕирег-РС has just been 
unveiled. But no, I see emerging the short, dapper, 
familiar figure of Sunil Gavaskar. The cricket legend has 
managed to endear himself to these geeks with his lat- 
est cut—a cricket podcast on Yahoo India. And he has 
just finished his talk at blogcamp.in. 

Billed as India's biggest *blogging unconference", 
the event, held on September 9-10, has the feel of a col- 
lege fest-cum-corporate jamboree. As the autograph 
hunters and coffee-drinkers straggle back towards 
the centre, the next talker comes on. Most in the 
audience are equipped with laptops. Many are logging 
in live accounts of the session on to their blogs. As for 
the rest, one end ofthe auditorium is lined with a bank 
of PC terminals, provided free by Sify, the broadband 
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sponsors of the event, and a stream of participants is 
moving in and out of this zone. Several are clicking on 
digicams or phones for instant uploads. 

I move around, peering at notice boards band- 
aged with yellow Post-its announcing speakers and ses- 
sions. At an unconference, anybody can speak at any 
time, but so many want to that the organisers are 
forced to ask them to take short 10-15 minute sessions 
only. Bloggers then are not as famously uncommu- 
nicative outside their PCs as I had thought they were. 
In fact, they seem to quite revel in all the attention. 
Well, of course, a blog is a public diary after all, that 
lovely oxymoron spawned by the internet. 

The room is crawling not just with bloggers, but 
also with a large complement of start-up promoters, 
who are here to promote their products. There are rep- 
resentatives of blogstreet.com, an Indian site along the 
lines of digg.com, an aggregating service that lists 





سے 





blogs based on viewer votes. Then there’s Zoho, which 
provides bloggers with easier widgets. Says Venkat, 24, 
a blogger since last year: “I am here to learn how to use 
my blog more and how to podcast.” 

Bloggers have come down from all parts of India. 
There’s Aparna from Kolkata, who not only blogs on 





Medianet: Start-ups promote products at the ипсопїегепсе 


newsmericks.com, where she makes up limericks on 
news items but also has a Bengali language blog called 
khola jaanla (open window), and she talks about the 
technical problems faced by regional language bloggers. 
The variety in profiles takes me by surprise: Ashwan, 27, 
is a science professor from Mumbai who passionately 
follows science blogs across the globe. Sandhya is a 19- 
year-old Chennai student who writes her own blog and 
also earns pocket money by contributing to chennai- 
ist.com, a group blog run by New Jersey-based Jai 
Shankar. Then there's Sriram, 26, an employee of 


Cognizant and amateur composer 
who blogs on films and music. He 
wrangles a 10-minute slot for himself 
and introduces blogswara, where 
amateur lyricists, composers and 
singers collaborate on music. 
Phew... I had heard blogs were 
buzzing, but this is still a surprise. I 
sit in on sessions, catch speakers 
when they are done, talk to bloggers 
between clicks. Then, І tentatively 
pop into the second, smaller, venue 
on the first floor where the tone 
threatens to be more technical—PHr, MySQL, Ajax, 
SEM... duh.... Thankfully, while I am there the sessions 
are fascinating and non-tech. Particularly riveting is a 
talk on open content strategy, by Prayas Abhinav from 
Creative Commons. It seems to distil the essence of the 
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Sponsored@Sify: Bloggers file live accounts 


net—why what you share is what you are. He is talking, 
for instance, of several people from across the globe, cin- 
ematographer, actors, director and a guy with money, 
collaborating online to make a movie. He's talking of 
the problems of copyrighted cultural material, of open 
content licences like Creative Commons, which has 
moved from the ‘all rights reserved’ era of traditional 
copyright to the ‘some rights reserved’ era of the net; 
of the legal issues involved and the growing number of 
open content projects in India. Hands are up for ques- 
tions, and the debate hots up. 

Meanwhile, it’s lunchtime, and I am chatting with 
Amit Agarwal from Agra, whose talk the previous day 
I had missed and whose biz card instructs you to 
google him on the “I'm feeling lucky” button. Amit has 
a son named Google, and has given up a career as 
programmer to take up professional blogging... Yup, he 
earns his living this way... 

After an ice-cream, I can concentrate better on 
what Osama Manzar has to say. Representing the 
Digital Empowerment Foundation, Delhi, Manzar's mis- 
sion is to find how ICT can be used to connect mean- 
ingfully with people, including in rural areas. “I am 
always on the lookout for the latest on the digital 
information front," says Manzar. 

The biggest sign that blogcamp has arrived is the 
very visible presence of Yahoo India. As one of the 
show's largest sponsors, not just are its executives all 
over the place, Managing Director George Zacharias is 
also floating around, escorting Gavaskar, hob-nob- 
bing with bloggers, keeping an eye on the competition. 
Zacharias, himself an anonymous blogger, says of 





Yahoo's interest: “The key 
is to find ways to support 
people who are trying to 
expand the net market in 
India." Zacharias reads 
about 40 blogs a day, and 
often gets the latest info 
and news from here. 

In eminently correct 
fashion for an unconfer- 
ence, nobody is laying 
claim to being ‘organiser’, 
although one imagines a 
team of dedicated Chennai bloggers (Kiruba? Varun? 
Sunil?) has been killing itself getting the show on the 
road. That’s as it should be. As I prepare to slip back out 
to the unvirtual world of traffic jams, I can already hear 
them saying things about moblogging. Google it? 
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Faking It | 


The E61 offers great e-mail plus the voice quality and ease associated with Nokia. 


memg 
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HE FIRST THING THAT YOU THINK WHEN YOU SEE 

AN E61 for the first time is: when did Blackberry 

start making phones in colours other than black. 
And then you notice the surprisingly small Nokia 
logo at the top. One would have thought that with so 
much space, Nokia could put in a bigger logo; after all 
even in the downright el cheapo phones, the Nokia 
logo just screams out. Or maybe, this phone is just 
screaming out to be mis- 
taken for something else. 

But there are just 
enough hints to realise 
that this phone is not a 
Blackberry. It isn't that 
rounded for one, and 
the straight keyboard lay- 
out feels rather awkward 
to the regular Blackberry 
user, used as he is, to the 
slightly tilted keys for eas- 
ier two-thumb operation. 

That said, when you 
take a look at the Black- 
berry 8700, you will realise 
the inspiration. Then, there 
are the few extra keys here 
and there, including that now 
familiar menu button and 
some other familiar Nokia 
touches. Nokia has of late not 
been averse to "inspired" designs 
for its phones (the 3250 looks a 
bit SonyEricsson-ish, for exam- 
ple); after all, several of its own 
designs and its killer user interface 
were copied by so many other 
companies. 

But looks are only skin deep. 
How is the £61 to use? Well, for a 
person not exactly overly fond of 
“qwerty” keypad phones, the E61 is not half bad. But 
Гуе become so used to its sibling, the Nokia 6708, that 
switching over to the E61 was worse than changing cig- 
arette brands. 

I fumbled around, trying to set up the e-mail, and 
to its credit, the phone does come pre-configured for 
some of the most popular free e-mail services. I set up 
my Gmail operation and despite a few hiccups, 
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Nokia E61; Price: Rs 21,249 


courtesy a congested network, I finally managed to send 
a mail from my phone. Yay! But, honestly, with access 
charges as usurious as they are on my network, e-mail 
on my handset didn't seem like a very good idea. 

The E61, however, does have a few upsides, not 

least of which is the good voice quality on the phone. 
The second is the device's large and surprisingly bright 
2.8-inch screen, something which, on the wider for- 
mat of the £61, looks really nice. 
Somehow, I began thinking 
*Mobile TV", but that is just day- 
dreaming—at least till the regula- 
tory issues are sorted out. 
Now, there is a very good 
reason that the E61 looks like a 
Blackberry. Your service 
provider (right now, only Airtel) 
can set up Blackberry Connect 
on your E61. And then, you 
suddenly realise why the E61 
was developed. There are 
enough people across the 
world who want e-mail on 
their phones, even if I do not 
count myself in those ranks, 
and in some cases, they even 
want Blackberry. But they 
are paranoid about giving 
up their Nokia handsets (I 
know that feeling). 

Blackberry devices 

have poor-to-downright- 
awful voice quality; sev- 
eral people I know 
carry a Blackberry for 
e-mail and another 
device for voice. The 
E61 is that device that 
offers the best of both 
worlds, Blackberry's 
addictive e-mail service 

on a Nokia handset. 

However, what is really funny is that a week or so 
ago, Blackberry actually launched its first candybar 
phone—The Pearl—which is slimmer and more 
attractive than any Blackberry, including the 7130. It 
comes with a camera and from all reports, it has very 
good voice quality as well. Bring it on! 
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SMELLS 


LIKE TEAM 


SPIRIT 


Top teams from the corporate world 
vied for honours at the second Microsoft 
Corporate Challenge 2006 held in Kochi. 





AMIT MUKHERJEE 


MIT CHATTERJEE, 31, 

Treasury Head of ICICI 

Bank, was not on holiday 

in God’s Own Country. 
His mission: compete under the 
harsh sun—trudge through serpen- 
tine forest paths, run, cycle, face a 
few bruises, come up trumps. 

And his typical day began with, 
yes, jogging through a forest. Giving 
a damn to his bruised body and 
tired soul, he trudged along, looking 
for the way ahead. There was no 
time to lose, just time enough to 
gulp some water from a bottle car- 
ried as if it was a precious cheque. 

He left his mountain bike a kilo- 
metre back and set out on foot 
through difficult terrain laced with 
wild bushes and thorny shrubs. He 
needed to collect some branches 
along the way; these would be 
carved into rowing ores. He also 
needed to pick up some ropes on 
his way and meet his team waiting 
at the river bank. His team mates 
had built a raft to cross the river. 

Not often do you find a treasury 
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head of a corporate bank sweating 
his way through a jungle around 
noon, especially when the stock 
market is busy gaining heights. But 
this was the rarest of rare occasions. 

Honchos and executives from 
top Indian companies and MNCs 
huffed, puffed and just sweated 
things out at Kochi as if it was a 
matter of life and death. The second 
Microsoft Corporate Challenge 
2006 was on and best teams from 
India’s corporate world were out 
competing for the top slot. 

Away from boardrooms, and 
balance sheets, 35 teams, compris- 
ing about 250 members from all 
over the country, gathered at Kochi 
on the last day of August. The lush 
green environs of Kerala provided 
the perfect backdrop for execu- 
tives to rediscover the values of 
teamwork and effective strategy. 

The savvy corporate bigwigs 
shed their ties and summer suits to 
showcase the sterner stuff they were 
made of. In their new avatar, run- 
ning and cycling in sultry conditions 





and even making rafts to cross rivers 
to keep themselves afloat in the 
challenge was what separated the 
winners from the also-rans. 

Along with mind games, they 
had to synchronise their ore-move- 
ments to guide their canoes through 
the backwaters of Kerala to find 
their way to the finals. 

The challenge tested each team, 
comprising seven members—with 
a minimum of two women and one 
senior executive—over five stages. 
From running to cycling through 
tough terrain, the teams had to bat- 
tle it out, display the ability to 
unravel cryptic codes along jungle 
paths and trek through the wild 
using maps and compasses. 

Each stage was a non-linear 
exercise where the teams had to 
multi-task, keep the team spirit alive 
and find their way to the end. “It’s 
just not about physical ability,” exp- 
lained Prem Bhatia, Managing 
Director, Sports Media Ltd, org- 
anisers of the event. 

Perhaps that's why the Indian 





Navy team could not 
make it to the top 
despite an outstanding 
display of physical fit- 
ness. It came in at the 
fourth position; Standard 
Chartered Bank clinched 
the first place followed 
by The Times of India 
and jp Morgan Stanley. 
“The team which showed 
the best team effort, 
camaraderie and a strate- 
gic coordination won in 
the end,” said Bhatia. 
True enough, the chal- 
lenge was not about rac- 
ing to the finish line. For 
two days (September 1 
and 2) every team consis- 
tently cracked codes, dec- 
iphered maps and followed 
cues as they collectively 
cycled 90 km, ran 60 km 
and swam in the backwa- 
ters to reach the finish line 
by the Arabian Sea. 
The winners displayed 
a tremendous level of team- 
work, analysing weaknesses, 
logically strategising to over- 





Sweating it out: From running to rowing to 
cycling, the 35 teams at the Microsoft Corporate 
Challenge did not have it easy. The competition 
was not only a test of physical ability, but also 
team effort and strategic coordination 
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The winners: Pren tia, 
Sports Media (extreme left); Doug 
Hauger, COO, Microsoft In 

ond from right); and Venkat Vardhar 
MD, DNA Networks (extreme right 
with the winning Stanchart team 





come odds, brainstorming and 
displaying physical fitness to 
clinch the title from the defending 
Said 
Standard Chartered Associate and 


champions I dank. 


team captain Tarun Dhingra: 

“We realised that the team is as 
strong as the weakest link in 
And as a team we need to balanc 
out the shortcomings.” 

The three-day-long Microsoft 
Corporate Challenge event, stag 
gered over five stages, took place 
on the premises of Fertilisers and 


and 


Chemicals Travancore (FA( 
the adjoining backwaters. 

The first edition of the challenge, 
held in Goa last year, was won Бу 
the ICICI Bank. JM Morgan Stanley 
had came in second. 

“It took nine months of plan 
ning to put together this competi 
tion, which is a combination of 
physical and mental challenges. The 
team that takes the least amount of 
time will win the title," Bhatia said. 
About 150 people worked on the 
course to facilitate the competition. 

Some of the other big names 
that participated were Thomson 
Financial, ICICI Securities, Barclays 
Bank, the Indian Navy, Indiatimes, 
Pepsi Foods, RMZ, Infosys, Micr 
osoft, GE Money, Thomson Intern- 
ational, Unilever, Ashok Leyland, 
Motorola, JwT, Hutch, Reliance 
Capital, Worldspace, Grey World- 
wide, NDTV and McDowell. = 
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Getting Noticed 


AT 35, VENTURE CAPITALIST ASHISH DHAWAN IS A SEVEN-YEAR 
veteran with an impressive track record in India. In 1999, 
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when Dhawan, then just 28, raised $65 million (then Rs 280 | 


crore) to create an India-focussed fund, few would have taken 
note of the lanky six-footer. Fewer still would have guessed how 
big ChrysCapital, his vc firm, would grow. Then, in 2000-01's 


dotcom maelstrom, Dhawan lost most of what he had raised. But | 


that's history. Today, Dhawan manages $1 billion across four 
funds and has helped found companies like Spectramind (now 
Wipro BPO), Suzlon and MphasiS. And anonymity has made way 
for international accolades: recently, the UK-based Private 


Equity International judged ChrysCap to be India's best private | 


equity firm. Tip: Don't take your eyes off Dhawan. 
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Back To The Family 

AT US AUTO GIANT FORD MOTOR COMPANY, THE MAN WHOSE NAME IS ON THE BUILDING 
may have just handed over the CEO's responsibility to an outside professional. But at 
the Rs 7,400-crore Murugappa group, it's the opposite that seems to be happening. 
After years of experimenting with a pro as Executive Chairman of the group's corporate 
board, a family member is back in the driver's seat. On September 18, Vice Chairman 
M.A. ALAGAPPAN, 62, took over from P.S. Pai, a Wipro veteran of 23 years. Incidentally, 
he takes over after two stints by two non-family outsiders at the helm—Pai and before 
him N.S. Raghavan, a former Infosys honcho, who was Executive Chairman for just 
over a year-and-a half at Murugappa. But now, with another family member, A. 
Vellayan, expected to take over as CEO, the top jobs are clearly back with the kin. 


Living Lean 


FOR YEARS NOW, K. MAHESH HAS BARKED ONLY 
one word at the engineers and workers at his 
Sundaram Brake Linings. That is, lean. For 
the uninitiated, that means eliminating waste 
from all work processes. But one thing 
Mahesh, 63, long ignored was to use the 
word on himself. Until now, that is. Starting 
early this year, the hobby photographer 
decided to go on a diet and lower his weight 
from 114 kg to first 90 and then 80. 
Incredibly, he (helped by a daily diet com- 
prising soup, boiled vegetables, and brown 
rice) has done it. *The blood that was going 
to my stomach is now going to my brain," 
guffaws Mahesh in his trademark full- 
throated voice. Inspiring? You bet. 








_ New Storyboard 


AFTER 25 YEARS IN THE ADVERTISING BUSINESS, 
ISHAN RAINA has decided to try his hand at 
“something he’s never done before”. 
Eschewing his executive role as Euro-RSCG’s 
head honcho, Raina, 48, is partnering global 
private equity firm 3i where he'll be entre- 
preneur-in-residence, identifying projects 
| in the media domain for the firm to invest in. 
Starting with investments to the tune of 
$20-40 million (Rs 94-188 crore), Raina 
| hopesto up the ante as opportunities open 


Are They Serious? up. “3i likes to do big-ticket deals and they'll 


not shy away from investing more depend- 





WHAT'S WITH IIM-AHMEDABAD’S CURRENT INFATUATION WITH ing on the company and the opportunity at 
politicians? Of course, we aren't talking about Union HRD | hand,” says the advertising veteran who 
Minister Arjun Singh, but of two gentlemen from Bihar. After | will continue as non-executive Chairman 
roping in Union Railways Minister LALU PRASAD YADAV to and partner. From making ads to funding 
speak to students at the institute, it’s now the turn of his bete ventures. That’s a new one. 


noire Bihar Chief Minister NITISH KUMAR to teach a thing or two 
to the students of India’s premier B-school. Come November and 
Kumar, 55, a graduate of National Institute of Technology, 
Patna, will be on campus to address students from over 20 lead- 
ing B-schools from across the world. Meanwhile, later this 
month, Kumar’s one-time mentor Yadav, 58, too is slated to 
speak at ПМ-А about how he saved the Railways. If you're 
wondering what Kumar will talk about, it’s reforms in Bihar. 
That’s right; it’s something to ponder about. 


Choco Czar 


SEVENTY-YEAR-OLD KLAUS JACOBS IS NOT 
only the Chairman of the world’s largest 
temp firm, Adecco (revenues: $24 bil- 
lion or Rs 1,12,800 crore) but he also 
owns the world’s biggest chocolatier, 
Barry Callebaut, which he formed in 
1996 when he merged his Belgian com- | 
pany, Callebaut, with its French rival, Barry. But multi-bil- | 
lionaire Jacobs is a quiet philanthropist as well. In 2001, long be- 
fore luminaries like Bill Gates and Warren Buffet made big-ticket 
giving look glam, Jacobs donated $800 million (then Rs 3,760 
crore) to charity. Here to review Adecco’s local operations, | $ 
Jacobs was thinking manpower crunch not charity, *There'sa |: 
shortage of good people, always.” Indian business would agree. 
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A Chip of the Old Block? 


E'S AGGRESSIVE, BRASH AND FLAMBOYANT. AND A RECENT INDIA Т )DAY POLL RANKS 
him as the #1 business icon among the Indian youth. With good reason; ever since 
he parted ways with elder brother Mukesh a little over a year ago, he has announced 
a spate of high profile projects in the energy, entertainment and communications spaces. Now, 
the big picture—and the common thread running through these seemingly disparate and ran- 
dom moves—is slowly becoming apparent. His DTH venture, which was recently cleared by 
the government, his telecom empire and his footprint in Bollywood will combine nicely into 
a giant, fully integrated communications and entertainment empire. In other words, he's 
applying the Reliance business logic—of owning every link of the value chain—to the 





New Economy. 

He has also tied up with the state-owned Mahanagar Telephone Nigam I td (MTNL) to bid 
for telecom licences in Kenya, Bhutan and Morocco—the first time the PSU has struck an 
alliance with any of its private sector domestic rivals. And, for good measure, he has also won 
the bid for constructing the first phase of the Mumbai Metro Rail system. But that can only 
be a consolation prize for a man who had set his sights on modernising the Delhi and Mumbai 
airports. He lost that bid allegedly for his friendship with a controversial UP politician and a 
Bollywood superstar. Ambani read the signals correctly and resigned his Rajya Sabha 
membership, which he'd won as an Independent supported by the Samajw adi Party. 

People who know him say Ambani is very sharp, and an absolute whiz in finance and strat- 
egy (he planned and oversaw Reliance Industries’ 100-year bond issue) and following 
Dhirubhai Ambani's death, regularly conducted the flagship's AGMs—till the partition of the 
undivided Reliance Group—much in the style of his legendary father. He also ran an almost 

Call us at year-long campaign to wrest an equitable share of the business. But there's still an area of weak- 

0120 431 9696 ness. While RIL has gone from strength to strength, Anil’s part of the group, now named 
R-ADAG, has still to prove that it can implement all the ambitious projects in the sectors men- 
tioned above and in power. It's going to be a trial by fire, and the world is waiting to see if 
Dhirubhai's younger son is really a chip of the old block. ш 
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Pasha /eatimer 


Cartier pays tribute to the round watch created in 

the middle of the last century with a new striking 

and sporty addition to the Pasha de Cartier collection: 
Pasha Seatimer. An original model with a daring 
combination of materials. 


www.cartier.com 
Cartier Authorized Dealers: Mumbai: Time Avenue, The Regent Watch & Jewellery, Pallazzio, 
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Ready to work together? Across departments, companies, even continents? Collaboration is the key to 
success and a people-ready business knows it. It gives them a backbone of easy-to-use software and 
solutions designed to work in concert: Microsoft" software. Not just e-mail, but project management 
software, team collaboration sites and fully integrated systems and data. People united by information are 
people united. Microsoft. Software for the people-ready business?" microsoft.com/india/peopleready 
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100,000,000 LASERJETS SOLD”. 
100 PRIZES TO GIVE AWAY". 


**To mark this landmark achievement, HP is giving away fabulous prizes to HP 


LaserJet owners. And if you're one of them, here's a chonce to win a free upgrode 


of your office's printers! All you need to do is visit www.hp.com/in/laserjetwish 
and tell us why you value your LaserJet. Its print quality? Innovative features like 
Instant-on technology? Or perhaps its incredible reliability2 We'd like to know 
There are many other attractive prizes to be won, so click on over and let the 
celebration continue. 


And just in case you don't have an HP LaserJet, simply visit your nearest reseller to 
choose from the wide range today. 


HP Color Laserjet — 
HP Laserjet 5200 2600n Printer! HP Laserjet 
Printer series Rs. 19,999" M1005 тїр 
Rs. 55,999 onward Rs. 12,999" 
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From The Editor 


HERE WAS A TIME WHEN A COUNTRY'S AUTO INDUSTRY 
could be a good proxy for its economy. Just look 
at post-World War П America when Detroit's 
golden age began and the American economy prospered 
like it hadn't before. Today, of course, it would be silly 
to think of the auto industry as a leader of America's or 
any other country's economic growth. In fact, the Us auto 
industry is going through its worst ever crisis and its three 
major iconic car companies—General Motors, Ford and 
Chrysler (now part of DaimlerChrysler)—Aare struggling 
to keep afloat. Many expect GM's position as the biggest 
carmaker in the world to be soon usurped by Toyota. 
In India, though, it is quite a different scenario. Last 
year, 1.1 million passenger vehicles were sold and this 
year, that number could be higher by 10-15 per cent. 
Almost every global manufacturer wants a slice of what 
is perhaps one of the world's last big car markets. Not sur- 
prisingly, carmakers have lined up big investments for 
India—Business Today estimates more than Rs 30,000 
crore over the next few years. Besides Indian players like 
Tata Motors, which is working 
on launching its cheap Rs 1 lakh 
car for the mass market, and mar- 
ket leader Maruti, which wants 
to increase carmaking capacity to 
about 1 million by 2010, every 
major global carmaker in India is 
planning expansions and new 
launches. The Indian auto boom is 
well and truly here. For our cover 
story, Special Correspondent 
Kushan Mitra met key players in 
India's auto industry, travelled to factories and spent 
time on shop floors to get you a look from beside the ass- 
embly line of what is happening in the car market. 
India does not conjure up the image of being a global 
manufacturing hub. It's China that does so. Still manu- 
facturing in India is quietly making its presence felt 
across the world. Many Indian manufacturing companies 
have spread their wings by acquiring companies elsewhere 
in the world to be closer to global markets and have 
worked to improve efficiencies and cut costs. Our special 
survey of manufacturing (Made In India, Page 140) foc- 
usses on five such sectors—auto components, electronics 
& electricals, pharma, textiles and specialty chemicals— 
and examines their strategies and challenges. These 
could be lessons for other Indian businesses to emulate. 
This issue of the magazine also brings you the first of 
a new series—a quarterly Employment Outlook Survey. 
This is in collaboration with our knowledge partners, 
TeamLease, India’s leading temping and staffing solutions 
company. And the forecast in the first installment (Page 
198)? It's wholeheartedly bullish! 
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Rising Remittances 

The remittances from overseas 
workers and professionals are 
soaring. Back in 1990, a bare 
$2.1 billion flowed in from 
overseas Indians, but by 2005 
the figure had risen to. $24 bil- 
lion. In fact, India is now on 
top of the remittances heap; it 
accounts for a quarter of all remittances worldwide. According 
to the World Bank's Global Economic Prospects of 2006, trans- 
fers to South Asia outstrip traditional exports as forex earners. 





The Multi-taskers 

Modern families are racing to 
squeeze in more and more work 
into their daily lives, according 
to a study by Yahoo and OMD 
media firm. Computing and 
communications devices had 
people cramming an average of 
43 hours' worth of activity into 
a typical 24-hour day by *multi-tasking". Mexico, India and 
China had the highest multi-tasking rates. The changing land- 
scape of modern families may be a challenge for marketers. 





Cutting Down e-Waste 
Some 20 million to 50 million 
tonnes of e-waste are produced 
each year, most of which ends 
up in the developing world. 
Many technology firms are 
eliminating certain chemicals 
and offering recycling schemes 
to help customers dispose of 
obsolete equipment. Yet, there is a wide variation in just how 
green different firms are, according to environmental lobby 
group Greenpeace. А status report. 
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Well on Track 
India remains among the most sought-after R&D 
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The economy is on song, but weaknesses in power 
and infrastructure need attention. 
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This fortnight's personality is civil aviation 
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Bloodbath in the Air 

The airline industry braces itself for heavy weather 
ahead as the balance sheets drip red. 

Down, But Not Out 

Prices of commodities have eased, but the bull 
run's intact. 
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GSM and CDMA lobbies have gripes with the 
new 3G recos. 
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Meagre fees and high attrition plague media buying. 
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ATMs аге evolving from mere cash dispensers. 
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Banks queue up for a slice of the NRI remittance pie. 
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Bumper earnings will add more sparkle to the 
festive season. 
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Can niche FM channels bring back the radio star? 
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100 The Other ICICIs 
If banking is king for ICICI Bank, its insurance, 
mutual fund, venture capital and investment 
banking subsidiaries are its crown jewels, 
commanding mind-boggling valuations. 


110 Bombay Dyeing and the Art of Living 
Can Bombay Dyeing and the Wadia Group, 
with their bold forays into a clutch of sunrise 
businesses, bring back the glory days? 


120 Administrators Wanted 
A booming infrastructure sector has India Inc. 
scrambling for IAS officers and the latter, in 
turn, scrambling for plum jobs. 


128 The Battle of Two Portals 
Yahoo and MSN are getting ready to fight it 
out in the Indian market, which may still be 
small but promises a lot. 
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India shining bright: Manufacturing sector is booming 
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139 Made in India 
Slowly but surely, Indian manufacturing is 
beginning to become globally competitive. 
Here are five sectors that have the best 
chance of making it big. 


140 Manufacturing's Winning Industries 
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164 How the Government Can 
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134 60 Minutes 
Michael Moritz, 
Partner, Sequoia Capital, 
talks to BT about the 
venture capital business, 
his big bets and the 
India opportunity. 





ILDING BETTER 








A Fund for All Seasons 
A Surprise Feast 

Up, Up, and Away? 
News Round-up 
Travelling Light 
Plastic Fantastic 


JOBS TODAY 


198 Bullish On Employment 
The first quarterly Business Today-TeamLease 
Employment Outlook Survey throws up an 
optimistic forecast on the job scene. 
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Karnataka threatens to shutter over 1,400 
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213 Why Brands Rule 
Marketing guru Philip Kotler makes a case for 
branding in business-to-business marketing. 
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A random look at some of the 
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Starring Essel Group supremo Subhash 
Chandra; Ogilvy India's Piyush Pandey; WL 
Ross & Co’s Wilber Ross Jr.; Bharti Airtel’s 
Carol Borghesi; Mahesh Chauhan, President, 
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Developers’ Sabeer Bhatia. 
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VCs: Deal Time 
THAT VCS ARE THRONGING TO INVEST 
in various fields is a proof of con- 
fidence in the Indian economy, 
which has now turned conducive 
to entrepreneurship and competi- 
tion. All the personalities men- 
tioned in the cover story have an 
uncanny eye for spotting oppor- 
tunities besides an impeccable track 
record. And despite some nega- 
tive reports emanating from some 
reputed agencies, like the World 
Bank that placed India very lowly 
on the ‘Doing Business’ parameter 
or India getting a higher rating on 
‘Corruption Index’, the Indian 
economy is in fine shape. 

R.K. SUDAN, through e-mail 


BPOs Calling And Why 

YOUR SPECIAL INDIA CALLING, STILL 
was quite interesting and timely. 
BPOs have definitely opened up 
new avenues in ITES and revolu- 
tionised the sector by creating mil- 
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Great Growth Story 
YOUR COVER STORY 10 BUSINESSES VCS 
Are Dying To Fund (Br, October 
8), clearly shows that there is record 
venture capital pouring into India. 
What is even more interesting is the 
fact that VCs are now "seeking to 
invest heavily in start-ups and early- 
stage companies" in every field and 
not just the tried and tested rr and 
ITES sector. Emerging entrepreneurs 
can now negotiate more favourable 
terms with VCs to suit their growth 
plans. This is an extremely positive 
outlook of India's growth story. 
BEENA GUPTA, through e-mail 


lions of jobs in a short span of 
time. More individuals, including 
fresh graduates from top B- 
schools, now want to work in a 
BPO, thanks to attractive pay pack- 
ages, incentives, etc. 

VINEET KUMAR BHALLA, through e-mail 


Correction 

IN THE GREAT BANK BUST-UP (BT, 
October 8), the logo of Canara Bank 
was inadvertently used in a table 
that referred to Lakshmi Vilas Bank. 
The error is regretted. 
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The Auto Story 


F HENRY FORD WERE ALIVE TODAY, WHERE DO YOU 
| pn he'd be making his cars? Besides a few other 
countries, definitely in India. If you've already read our 
cover story and the special on manufacturing's winning 
industries this issue, you'll know why. One reason is, of 
course, the boom in domestic auto sales. The industry 
has grown at a compounded annual rate of 27 per cent 
over the last five years, and now accounts for 5 per cent 
of the country's GDP. Over the next nine years (that is, 
until 2015), it is expected to grow at 10 per cent a year. 
By then, the industry could be worth $40-45 billion (Rs 
1,84,000 crore-Rs 2,07,000 crore), with auto parts 
suppliers—Indian and foreign—roping in outsourced 
manufacturing worth $20-25 billion. 

Given India's current auto components exports of 
$1.9 billion (vehicle exports are higher at $3.5 billion), 
a 10-fold increase in less than 10 years seems very 
ambitious. Yet, there are compelling reasons why the 
centre of the global auto industry is shifting to low-cost 
countries like India and China. A recent Pricewater- 
houseCoopers study, called the *Global Financial 
Review", reckons that, while developed automotive 
markets will continue to grow over the next four 
years, “the biggest breakthrough growth will come from 
BRIC (Brazil, Russia, India, China) countries. They will 
account for more {Бап 40 per cent of forecast global light 
vehicle assembly increases, and represent 52 per cent of 
the industry's forecast global capacity expansion". 

The numbers should not surprise anyone. The 
global auto industry is going through its toughest 
phase yet. General Motors, the biggest vehicle manu- 
facturer in the world, is teetering on the brink and needs 
either a strong strategic partner or a sweeping re- 
structuring to survive. Ford and DaimlerChrysler, the 
other two big players, apart from Toyota, which is now 
at #2, are in the red and losing market share. With costs 





Whipping up turbulence: Aviation Minister Patel 
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Driving growth: The auto sector could create new jobs 


climbing and smarter competitors like Toyota and 
Honda eating their breakfast, lunch and dinner, the GMs 
of the world have been turning the screws on their sup- 
pliers. For instance, Visteon, a former Ford subsidiary, 
was driven to losses because Ford’s own problems 
translated into tighter sourcing rates. Last year too, 
Delphi, despite being spun out of General Motors in 
1999, filed for bankruptcy. 

All these companies, including the vehicle manu- 
facturers, are stepping up investments in India, and even 
some luxury car makers such as BMW are making a be- 
lated entry into the country. With the government of 
India reducing excise duties on small cars, everyone 
wants to make them, and at least two (Hyundai and 
Suzuki) have plans of making them here for global mar- 
kets. What the industry needs today is help from the 
government in fixing some key problems related to in- 
frastructure and taxation. If India wants to make the 
shift in manufacturing to stay with it, then it should ad- 
dress the industry’s problems at the earliest. 


No, Minister 


IVIL AVIATION MINISTER PRAFUL PATEL'S PLAN TO CURB 
Co airline entrants on lucrative traffic routes is a 
retrograde move. His fears are justified—that mindless 
competition could result in casualties, given the extent 
of losses recorded by the carriers, both the low-cost and 
the full-service variety. His proposed action is regres- 
sive, since free market forces should prevail. Any in- 
tervention would be anti-competition and restrictive in 
nature, undermining the very policy which gave birth 
to the slew of private players in the domestic market. 
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The us, which deregulated its skies in 1978, wit- 
nessed a bloodbath thereafter—32 of the 34 low-cost 
carriers perished in a short period. Many were ideal can- 
didates for seeking redressal under the anti-trust laws— 
they were bludgeoned to death by the big players who 
cross-subsidised their businesses. So, memories of mid- 
90s, when several domestic carriers like Modiluft, 
EastWest, and Damania went belly-up, should not be- 
come a consideration for the government. Importantly, 
the case of full-service carriers like Jet and Kingfisher is 
quite different—their plea for invoking the competition 
laws is unjustified. The low-cost carriers offer com- 
petitive rates by cutting costs, and keeping services to 
a minimum. If anything, bloodletting by the full-serv- 
ice carriers is reflective of consumer choice, no more. 

Rather than interfere with the market, the gov- 
ernment ought to hasten the pace of modernisation of 
airports across the country, create an enabling 





environment for private sector to pour funds in creat- 
ing infrastructure. It should ensure that rationing of 
parking slots for aircraft in clogged airports like Delhi 
and Chennai is done on commercial terms. And, the 
faster it creates the Airport Economic Regulatory 
Authority and entrusts this job to it, the better. 

The ill-effects of creating entry barriers have 
already been seen in the petroleum sector, where a 
ticket to the retailing business requires an upfront in- 
vestment commitment of Rs 2,000 crore. This has en- 
sured that since 2002, only a handful of players have 
ventured into the business. But price controls have also 
ensured that the psus have been run down. Free mar- 
ket phenomena like efficiency and innovation were 
never allowed to take off. In the airline sector, the 
power of innovation by the private sector to stay 
afloat should not be underestimated. That would 
require minimum government intervention. 





SEZs Gould Be Our New Cities 


OME OF THE SUSPICIONS AND DOUBTS ABOUT OFFERING 
S tax and other benefits to the private sector to build 
special economic zones (SEZs) may be valid. Congress 
president Sonia Gandhi (as well as politicians of other 
hues) feels arable farmland should not be given away for 
establishing SEZs. The Ministry of Finance has very 
publicly voiced its concern about revenue losses that 
may be incurred if industry diverts investments to SEZs 
from other areas by taking advantage of the various tax 
breaks offered. Others see it as a form of land-grabbing, 
fearing that private enterprises would be cheaply given 
large tracts of land, off which they could potentially, af- 
ter developing them, earn huge profits. There are 
other concerns too—about displacement of marginal 
farmers and farm labourers and, more darkly, the machi- 
nations of corrupt politicians and greedy realty developers. 

All of these are legitimate concerns. But let us 
(okay, maybe naively) assume that sEZs come up fairly 
and transparently with everything above board and 
nobody’s interests harmed. Besides emulating China, 
where it is a fact that SEZs, set up there more than two 
decades ago, have been one of the driving forces of that 
country's remarkable economic growth, SEZs may have 
a big benefit for India's urban development. Take a look 
around at our cities and you will find most of them in 
a terrible mess. The larger, older metros like Mumbai, 
Kolkata and Delhi face problems of infrastructure that 
are fast reaching alarming proportions. Smaller wannabe 
metros like Bangalore, which was once a sleepy town, 
suddenly have to cope with economic boom for which 
they are not prepared. A third kind of urban crisis is 
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exemplified by Gurgaon, where, as а village meta- 
morphoses into a jungle of malls, condominiums and of- 
fice complexes, the infrastructure is woefully inadequate 
as it struggles to keep pace. 

That's where SEZs could make a difference. Begun 
on a clean slate, the SEZs could be our second chance 
at creating urban agglomerations that are planned and 
fully equipped with infrastructure. Indeed, some of 
these proposals, like Reliance's proposed sEZ near 
Mumbai, would actually create bustling metropo- 
lises that could be bigger than India's existing cities. 
True, we do need well-thought through (and funded) 
plans to revitalise our existing cities and towns, but 
SEZs may provide a way of creating new cities whose 
planners don't repeat the mistakes of the past. Ш 
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Trends 


Well On Track 


India remains among the most sought-after 
R&D destinations in the world. veNKATESHA BABU 





Honeywell, Philips, Motorola, sap, Google, IBM, Cisco and 
Microsoft have queued up to tap low-cost—yet, as they are 
quick to add, high-quality—Indian talent to undertake cutting edge research. 
And the secular trendline seems to point towards India consolidating its po- 
sition as a leading destination for outsourced research and development 
(R&D) work. Surprisingly, however, an i&M-Plant Location International 
study released last month says the number of investments in R&D and serv- 
ice projects in India declined about 20 per cent to 204 in 2005 compared 
to 256 in 2004. Ditto with China. The report goes on to add that the ВЕК 
(Brazil, Russia, India and China) countries registered an average fall of al- 
most 20 per cent in foreign inbound investment in 2005 compared to 2004. 
The main beneficiaries of this trend: the mature economies of Europe and 
the us, which, the report says, have emerged as the top R&D destinations. 
So, we have record investments being announced on the one hand and 
a respected study saying that the opposite trend is true. What gives? Is India 
really losing its edge as a hub of top-end R&D projects? 
Incidentally, the study admits that India accounted for about one- 
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The fortnight's burning question. 


IS THE GOVT'S DECISION 


. TO KEEP CHINESE 


COMPANIES OUT OF 
KEY AREAS OF THE 
INDIA ECONOMY CITING 
SECURITY CONCERNS 
JUSTIFIED? 


No. Malvinder Singh, MD and 
CEO, Ranbaxy Laboratories 

In today's globalised environ- 
ment, there should be minima 
restrictions on the commercial 
activities of companies. If we 
want Indian companies to have a 
smooth sailing in foreign markets, 
we will have to treat companies 
from other countries wanting to 
do business in India with the 
same regard. 


Spokesperson 


The security-related decisions 
that impinge on business are 
taken on a case-to-case basis, 
pertain to a very small set of ` 
projects, and are based on solid 
grounds. 


not be subjected to any interpre- 
tation or controversy. 
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fourth of new R&D centre investments globally. P. Anandan, MD, 
Microsoft Research India, says: *As the Indian software industry 
matures and explores new opportunities for growth, we will see it 
increasingly engage in R&D. There have been a relatively small num- 
ber of industrial research labs till now, but we are seeing that chang- 
ing very rapidly. For us, there is no question of moving back 
any research to the us or elsewhere". 

*SAP Labs India is our largest development facility outside 
Germany," says Georg Kinesse, MD, SAP Labs India, adding it will dou- 
ble its headcount over the next five years. *A fourth of the total prod- 
uct development efforts at SAP Labs India are focussed on the 
Business Process Platform (BPP), SAP's 
roadmap for the future of enterprise 
software and one of the most impor- 
tant products under development at 






SOME BIG TICKET 
INVESTMENT PLANS 






the company,” he adds, emphasis- Intel $1 billion — 
ing the importance of its Indian op- IBM $6 billion — . 
erations. Cisco, too, says much the CISCO $1.1 billion 
same thing. ^Our centre in Bangalore Microsoft $1.7 billion 
has made significant contributions ЗАР $ 1 billion 
in most of the R&D projects at Cisco; | These investment plans have 
the 7500 router platform was pri- Been announced in 2005-06 
Source: Companies 


marily developed in India, and we've 
also made significant contributions 
towards WAN technologies and BPX switches,” says 5. Devarajan, 
Managing Director, Cisco Systems India. 

The industrial conglomerates, such as GE and Honeywell, that 
have quietly transformed India from a low-cost to a high-quality re- 
search destination, are also in no hurry to move or scale down. 
Guillermo Wille, СЕО, Jack Е. Welch Technology Centre, bristles at 
the suggestion that Bangalore, or India, is losing its place in the global 
R&D pecking order. “India has been designated as a centre of ex- 









MNCs are showing no signs of Scaling 
their R&D investments in India 


cellence in several areas like modelling, computational fluid dynamics 
and materials,” he says. Like GE, Dutch consumer electronics giant, 
Philips, too, has leveraged India’s talent to undertake core research 
(and not just software or IT services) work in India. The com- 
pany’s second campus in Bangalore is now its largest research cen- 
tre outside its base in Eindhoven. 

Interestingly, despite the report, IBM’s own India plans are on a fast 
growth track. “IBM is upgrading the size and scope of its India op- 
erations," says a company spokesperson. Hewlett-Packard, too, is fo- 
cussing on areas that are beyond the traditional scope of the company's 
business today. *HP Labs is not a low-cost, outsourced research es- 
tablishment. Since inception in 2002, we have been very successful 
with many of our initiatives, including the Gesture-Based Keyboard, 
among many others," says Ajay Gupta, Director, HP Labs, India. 

The conclusion: There is no cause for alarm. India remains a 
magnet for R&D investments. 

ADDITIONAL REPORTING BY RAHUL SACHITANAND 











"India Is Way 
Ahead Of China" 


ERESA BARGER, DIRECTOR OF 

Corporate Governance for tbe 

World Bank and the Intern- 
ational Finance Corporation, was in 
Delhi recently. BT's Aman Malik met 
her to discuss a range of issues con- 
cerning tbe subject. Excerpts: 


What corporate governance issues are 
emerging markets facing today? How 
do they compare with India? 

Some of the emerging markets today 
are talking about raising the level of 
awareness on corporate governance. А 
lot of this depends on the listed public 
companies in these countries. India is 
way ahead of such markets. What it 
still needs, however, are strong insti- 
tutional investors such as insurance 
and pension funds. 


How do we match up to China? 

India is light years ahead of China. 
There is great awareness in Indian 
companies about following corporate 
governance principles. Chinese com- 
panies are still struggling to come to 
terms with the idea. 


How does corporate governance affect the 
competitive advantage of companies? 
Mature stock markets like Korea and 
even some emerging markets in South 
Asia and South East Asia reward good 
corporate governance with significantly 
higher premiums. 
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Manufacturing Leads The Way 


The economy is on song, but weaknesses in power and infrastructure need attention. 















RICK AND MORTAR IS BACK IN 


vogue. In an economy that, in 
recent times, has grown on 
the back of the services sector, man- 
ufacturing has revved up the gross 
domestic product (GDP) growth 
meter during the first quarter of 
the year, nudging it to a record 
high of 8.9 per cent. India Inc. 
certainly has reason to cheer. And, 
so does the political system— 
growth in the manufacturing sector 
offers blue collar employment opp- 
ortunities like no other sector and, 
to that extent, addresses the aspi- 
rations of the voting class. 
However, growth in the manu- 
facturing sector during one quarter 
means little over the medium term; 
not surprisingly, Finance Minister P. 
Chidambaram has pitched the 
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DANGERS AHEAD? 


m Rising global inflation rate curbing 

demand 

m Crude oil prices piercing the 
three-digit mark 

п A meltdown of the over-heated US 
property market 

п Inadequate pace of reforms in the 
domestic infrastructure sector 





annual growth rate at 8 per cent. 
For instance, agriculture, which con- 
stitutes a chunky 23 per cent of the 
GDP, has recorded a flat growth rate 
of 3.4 per cent. And, while there is 
little the government is doing to 
improve this sector, the rain gods, 
too, have not been kind this year. 
In the case of manufacturing, 
India is on a better footing than 
China, whese exports are exposed to 
the vagaries of global demand to a 
greater extent due to the relatively 
low absorption rate of its domestic 
market. Back home, the fact remains 
that the record export growth—of 
over the 20 per cent year-on-year— 
witnessed in the past, mirrors the 
manufacturing growth. “A good 
part of the growth in manufacturing 
is reflected in the spurt in exports,” 
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says Ajit Ranade, Chief Economist, 
Aditya Birla Group. Hence, any 
threat of a slowdown in global 
growth will hurt the manufactur- 
ing sector. And, while the Intern- 
ational Monetary Fund (IMF) has re- 
cently raised its global growth out- 
look for 2007 from 4.4 per cent to 
4.7 per cent, it has warned of several 
factors that could drag it down. 
These include a further hardening of 
crude oil prices, inflation and a slow- 
down in the US housing markets. 
While such external factors are 
beyond the control of both the gov- 
ernment and industry, there is def- 
initely one sector that requires the 
highest priority—infrastructure. The 
GDP report card for the quarter in- 
dicates a slowdown in the electricity, 
gas and water supply segment— 
from 7.4 per cent growth recorded 
during the corresponding quarter 
last year to 5.4 per cent this time 
around. With power proving to be 
a significant cost element in sev- 
eral manufacturing industries, the 
government needs to hasten the 
pace of power reforms. 
BALAJI CHANDRAMOULI 
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A House Abroad 


You can buy land in UK and other places. 


ESIDENT INDIANS CAN NOW BUY LAND, LEGALLY IT 

seems, in the UK. UK Land Investments Group, 

a UK-based land trading company, is selling 
200-450 sq. m. plots of land in that country to Indians. 
“We offer a legal and transparent way of buying land 
in the ик. Purchasers get land titles directly from the UK 
government," says Alex Walia, Managing Director 
(Asia) of uk Land Investments Group, which started its 
operations six months ago through Delhi-based UKLI 
Real Estate. The company currently offers 200-250 sq. 
m. plots in New Addington (Bromley and Kent), and 
Borehamwood (Hertfordshire) for £13,200 (Rs 11.3 
lakh), an amount designed to be within the ceiling of 
$25,000 (Rs 11.5 lakh) that forex laws allow Indians 
to invest in properties abroad. 





Kunal Banerji, Vice President (Marketing), Ansal API, 
а Delhi-based real estate company, warns: “You must 
be very careful when buying land abroad and must be 
very clear about what you want to achieve.” 

The governments of Dubai and Malaysia also allow 
foreigners (and, therefore, Indians, too) the option of 
owning or leasing properties, but Indians buyers are 
required to comply with the legal restriction of not 
investing more than $25,000 in assets abroad. 

So, before you jump at an offer to invest abroad, 
think of the legal landmine ahead. 

KAPIL BAJAJ 
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Active's Blunt: Right time to be in India 


Media Arbitrage 


Cash-free barter trading arrives in India. 


ASH-FREE BARTER IS NOT A NEW CONCEPT IN 

India, but because of the complex nature of the 

business, it has not been very popular in India. 
Now, a US-based corporate trading firm, Active 
International, is setting up operations in India in 
collaboration with a local infrastructure and real es- 
tate player, Aeren R. Enterprises, to try and create 
a market for this. The joint venture, Active 
International India, aims to provide mainly media 
buying services to companies in exchange for their 
excess inventory or any other distressed or unused 
asset. No cash is involved in the purchase of the as- 
sets; instead Active issues trade credits to the client 
for the full value of the asset disposed. 

Here is how the model works: suppose there is a les- 
sor of automobiles that has Rs 33 crore worth of ve- 
hicles coming off lease. Active buys this inventory, issues 
trade credits for the amount to the company and sub- 
sequently, sells the inventory in the market for Rs 10 
crore. Then, it buys gross media worth Rs 220 crore at 
a net price of Rs 187 crore (because it buys in bulk, it 
gets discount) for the company. The auto company pays 
Rs 33 crore in trade credits and Rs 154 crore in cash for 
the media bought. Active’s profit: Rs 10 crore. The leas- 
ing company gains because it has to spend less cash for 
buying media. Says Alan S. Elkin, CEO, Active 
International: “The utilisation of trade credits creates 
cash savings and economic value from the amounts that 
otherwise the company would have to spend in cash.” 
According to George Blunt, CEO of the India venture, the 
market is ripe for corporate trade. 
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SOUMIK КАК 


Just A Door-bell Away 


Living in the age of deliverance. 


MUMBA SHENNAI 





SIZE OF HOME Base+ 862 31 — 286 à 25 
DELIVERY CHANNEL Offering но“ 153 — 179 189 6.7 
+ Number of respondents "Figures in per cent 


RETAILERS 





Base+ 862 159 173 98 86 121 98 8 ^40 
OffeingHD*153 75 347 92 360 17 41-54; 259 
* Number of respondents *Figures in per cent HD: Home delivery Source: ACNielsen 


OT TOO LONG AGO, “HOME DELIVERY” MEANT HAVING 
М тен sent over from the neighbourhood grocer 
round the corner, or having a florist deliver flowers to 
someone on a birthday or some other special occasion. Then came 
Pizza Express (now, sadly, no more), followed by Smokin" Joe's, 
Domino's and the rest. Today, you can have virtually anything at 
your doorstep, be it at the office or at home. Liquor stores (in 
Mumbai and Pune) have recognised the potential and not only 
send over the booze, but also things like ice, aerated drinks, 
cigarettes, wafers, and other edibles. The internet too, has flung 
open the doors on this phenomenon; there isn't a thing, whether 
you're buying it off eBay or the Chanel website, that you can't have 
airfreighted to your doorstep. In fact, one will be hard put to com- 
pile a long enough list of things you can't have home delivered. 
Movie or theatre tickets, airplane tickets, every sort of cuisine, DVDs 
(to buy or rent), books, music, board games, ice cream, clothing, 
financial services (home loans, etc.), cellular services (bills), water 
(Bisleri, 20 litre kegs)... just name it and it's there. Phew. 
DEEPTI KHANNA BOSE 
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SELL-OFF: NO 


COMPANY WHEN STAKE (%) AMOUNT RAISED 
NTPC шу 2004 525 Rs 2,700 crore - 





MUL — 0ес.2004 8 Rs 1,567 crore 
BHEL Мау 2005 10 Ка — 
MC June 2006 10 Failed 


NALCO lune 2006 10 


HE TOPIC OF DISINVESTMENT IS FAST 
Ге a joke. After the failed at- 

tempts at selling minority stakes in 
public sector units (PSUs) like a Bharat 
Heavy Electricals, National Aluminium 
Company and Neyvelli Lignite Corporation, 
the government is again placing the issue 
back on the table—this time, it wants to sell 
minority stakes in non-Navratna PSUs. But 
it is treading cautiously. "A note is being pre- 
pared and will soon be placed before the 
Cabinet, but the government is still uncertain 
about the way its allies, especially the Left, 
will react," says a senior official in the dis- 
investment ministry. 

"It is certainly true that because of differ- 
ences among UPA partners, | had to put the 
process (of disinvestment) on hold,” Prime 
Minister Manmohan Singh had recently said 
at the Congress Chief Ministers’ Conclave in 
Nainital. “We will talk to our colleagues before 
we move forward in that direction.” 

Quizzed further, the official says even 
the note that is being prepared “is open to re- 
view”. Translated from bureaucratese, that 
means "don't expect anything on this front 
anytime soon". 


Failed 
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Policy Debate Or Points Of Conflict? 


The Finance Ministry and RBI now clash on a variety of issues almost as a routine. 


S IT JUST ANOTHER PROCEDURAL 

wrangle or is it an indication of 

the growing rift between the 
Ministry of Finance (MoF) and the 
Reserve Bank of India (RB)? There 
have been far too many runs-in be- 
tween the department run by P. 
Chidambaram and the organisation 
headed by Y.V. Reddy for this to be 
dismissed as a coincidence. 

The latest? А disagreement, or, 
shall we say, policy debate, over 
easing remittances for the purchase 
of trademarks or franchises. In a 
move to give more autonomy to 
commercial banks, the MoF, on July 
11, 2006, issued a notification omit- 
ting Entry 16 of Schedule III of the 
FEMA Current Account Rules, which 
requires prior RBI approval for 
remittances on account of purchase 
of trademarks or franchises. Such 
notifications are followed by an RBI 
circular to all the head offices of 
authorised foreign exchange dealers 
within 15 days of operationalising 
the same. It has been two months 
now, but the RBI is still to release the 
Authorised Personal Directives (cir- 
culars)—without which dealers 
aren't authorised to give effect to the 
notification—to banks. In fact, the 
notification is not even posted on 
the RBI website. When contacted, 
RBI spokesperson Alpana Killawala, 
initially said the circulars had been 
sent to the banks, but clarified later 
that they “will be sent within a cou- 
ple of days". The ministry, though, 
is blisfully unaware of what's going 
on. “This matter hasn't come to 
our notice. We will investigate it," 
says Vinod Rai, Special Secretary, 
Banking and Finance. 

This is not the first time MoF 
and RBI have pulled in opposite di- 
rections. The two have clashed over 
the latter’s efforts at “tightening 
money supply". The central bank 
has already raised the reverse-repo 
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At cross purposes: FM Chidambaram (left) and RBI's Reddy 


rate three times this year, taking it to 
6 per cent, even as the Finance 
Minister went on record saying: 
“There is ample liquidity in the mar- 
ket and, therefore, I would be happy 
if interest rates do not harden." 

It is well known that Chida- 
mbaram and Reddy do not see eye 
to eye on Participatory Notes, which 
the latter wants to ban because of 
their potential for misuse. RBI’s main 
contention is that P-notes are out of 
sync with the needs of modern, 
transparent financial markets. The 
ministry, on the other hand, favours 
constructive use of P-notes subject to 
stringent regulation and is firm that 
the present status quo will continue. 
By the looks of how things are pro- 
gressing, this round seems to be go- 
ing Chidambaram's way. 

Rupee convertibility is another 
point of friction between the two. 
The Finance Minister is keen on 
attracting greater foreign direct 
investment inflows on the basis 
of a freer rupee. But RBI wants to 
move towards this goal slowly and 
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cautiously. The second Tarapore 
Committee report, which favoured 
freeing the rupee progressively 
over five years, seems to toe 
Reddy's line. 

The apex bank and the Mor dif- 
fered yet again with regard to FDI in 
asset reconstruction companies 
(ARCs). The FDI limit in ARCs is cur- 
rently at 49 per cent. The Finance 
Ministry favours an aggregate FDI 
cap of 74 per cent in ARCs with a 
sub-cap of 49 per cent for individual 
holdings. RBI, on the other hand, 
wants the status quo to continue. It 
is still not clear which way the issue 
will go, but some indications have 
emerged to show that Chidam- 
baram may get his way on these. 

Incidentally, State Bank of India 
CMD O.P. Bhatt recently joked 
about the alleged differences 
between his two bosses. Indian 
officialdom is not known for its 
sense of humour. It will be inter- 
esting to watch how the dramatis 
personae deal with the matter. 
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Ready For The World 


Smaller firms are also getting themselves rated. 


ANKERS ARE CHASING MEDIUM-SCALE ENTERPRISES WITH A VENGEANCE; 

and such companies, on their part, are literally hounding the 

credit rating agencies. The reason: they want to get themselves 
rated. The benefits are very tangible and go far beyond getting easier 
access to bank loans and better interest rates, resulting in a lower cost 
of funds. A good investment grade rating can help these companies at- 
tract equity partners and even raise external commercial borrowings 
(ECBs). Most of these companies have turnovers ranging from Rs 50 
crore to Rs 500 crore and investment in plant and machinery is any- 
where between Rs 5 crore and 25 crore. 

The s&P-owned CRISIL says hundreds of SMES are lining up to get 
themselves rated. CARE, another rating agency, too, corroborates this 
trend. Says Rajesh Mokashi, Executive Director, CARE: *As the business 
grows, there is a need for an independent opinion." 


WHO GOT, WHAT 


“We have got close to 500 rating requests from relatively smaller 
companies and more than a hundred are in the pipeline,” adds 
D. Thyagarajan, Director (SME Ratings) at CRISIL. The company has now 
gone one step further and has signed Memoranda of Understanding 
(MoUs) with close to a dozen banks, like State Bank of India, Bank of 
Baroda, UCO Bank, Corporation Bank and Canara Bank, for rating their 
SME customers. “Our ratings give banks a credible third-party credit 
opinion. This helps them take credit decisions, cuts down the time and 
resources they spend on credit evaluation and reduces their transaction 
costs,” says Thyagarajan. 

Several of these companies have successfully raised money 
abroad through Eces, though no credible data is available. “Raising 
money abroad is not very difficult these days for SMEs,” says 
G. Nagada, Financial Advisor at Vidyut Metallics, which recently bor- 
rowed through the ЕСВ route. 

“SMEs that have foreign currency earnings through exports have 
a natural hedge against foreign exchange risk and can consider ECBs,” 
says Thyagarajan. “Today, quality-conscious SMEs are doing business 
overseas and raising ECBs is a natural progression for them if cheap funds 
are available,” says Mokashi. 

Incidentally, the rating mechanism, the parameters and the standards 
for these smaller companies are the same stringent ones used for 
larger companies. Consequently, several of them do not make the grade. 
Only about 10-20 per cent of the companies that get themselves 
rated actually walk out with ratings that can be termed investment grade. 

ANAND ADHIKARI 
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Tourism target: From Russia with Love 


HE INDIAN HOSPITALITY INDUSTRY 15 
T» at a new milch cow: 

the rich in Russia and other 
constituents of the Confederation of 
Independent States (CIS). "There is 
a paradigm change in the expecta- 
tions of tourists. Earlier, they were 
happy with 'sand, sun and sea' 
tourism, but they are now looking for 
experiential tourism," says Amitabh 
Kant, Joint Secretary, Tourism. The 
Incredible India campaign will soon be 
launched in Russia—where a holiday 
in India is usually equated with a visit 
to Goa and Kerala—and is expected to 
attract greater numbers to options like 
heritage tourism, wildlife tourism and 
medical tourism in India. 

"Tourism here is not only about 
monuments; it is the culture, theme, 
magic and the soul of India," says 
Subhash Goyal, Chairman, STIC trav- 
els. Hotel chains like Leelaventure and 
Bharat Hotels will be part of the cam- 
paign. "We see progressively higher 
numbers of tourists from CIS coun- 
tries during November-March every 
year and the campaign will help create 
awareness among more people," says 
Lalit Suri, CMD, Bharat Hotels. Tourist 
arrivals from CIS countries have been 
growing from 38,526 in 2003 to 
61,187 in 2004 to 76,000 in 2005. 
The target for this year: 25 per cent 
more than the previous year. 

PALLAVI SRIVASTAVA 


DOCKERS 


SAN FRANCISCO 





in San Francisco, when youre in love | 
| you're in corduroy. Soft as a caress, ight as 





DOCKERS” SAN FRANCISCO FLAGSHIP STORES: AHMEDABAL BANG/ p Aiso Avaliable at 
EXCLUSIVE STORES: CHENNAI DELHI 
3URGAON MUMBA 





LEVI'S” STORES: BANGALORE HYDERABAD 


MULTI BRAND OUTLETS: BANGALORE BARODA BHATINDA п К 
MANDAR cutie penis YDERABA i lifestyle 

JAMMU LUCKNOW LUDHIANA PATIALA ‘ 

SHIMLA URAT 


For trade enquiries, contact: Mr. G.D. Singh, Ph: (0) 93223 54982 or Mr. K.K. Roy, Ph: (0) 93500 74661 


To receive privileged information from Dockers* in future, sms DOCKERS to 3636 


"NM Sey Tt 
Аг) Y N ЗР РЕ . AMI - т"; 


The Yo-Yo Effect 


What goes up must come down. But does it also apply to interest rates? 


HICH WAY ARE INTEREST 
\ \ / rates headed? If one looks 
at the global cues (plung- 


ing crude oil prices and the falling 
US Fed rate), RB! Governor Y.V. 
Reddy has little choice but to kick- 
start a benign interest rate regime 
once again in the coming October 
policy review. 

But Reddy's task is not as easy as 
it looks. The mandarins on Mint 
Street are closely monitoring the 
potential lag effects of crude and 
commodity prices, domestic liq- 
uidity position and the strong over- 
all credit demand—though a few 
sub-segments, like real estate and 
personal loans, are exhibiting signs 
of tapering off. 

The prime lending rates (PLRs) of 
public and private sector banks ind- 
icate that there has been a quarter to 
one percentage point rise in int- 
erest rates over a one-year period. 

In the Indian context, the in- 
flation monster is still around to 
play spoilsport and mar the 
prospects of a decline in interest 
rates. The inflationary expecta- 
tions emanate from an overall 
strong year-on-year domestic credit 
growth of 32 per cent (against a 
widely held misperception of a 
slowdown) and a 19 per cent 
growth in money supply against 
the projected figure of 15 per cent 
for 2006-07. These two will need 
careful watching in the months to 
come. If interest rates are lowered, 
it will almost certainly lead to an 
explosion in demand, which, in 
turn, will result in demand pull 
inflation. And the RBI, obviously, 
wants to avoid such a situation. 
The silver lining: the inflation rate 
itself is currently at 4.91 per cent, 
comfortably below the RB!'s pro- 
jection of 5-5.5 per cent. 

*How various domestic factors 
like money supply and credit 
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BENCHMARK PRIME LEN 


Loans are priced around the prime lending ate 


growth pan out going forward holds 
the key to the direction of interest 
rates," says B. Sambamurthy, 
Chairman of the public sector 
Corporation Bank. K.V. Kamath, 
Managing Director & CEO of ICICI 
Bank, is also very cautious. “I'd 
rather wait and watch," he says. 
Only K.S. Harshan, Executive 
Director, Federal Bank, sticks out 
his neck by saying: “There is still an 
upward bias in interest rates." 

In fact, the only pointer to a 
softer interest rate regime seems to 
have come from Punjab National 
Bank, which announced a 9 per cent 
floating home loan rate, down from 
9.25 per cent, ahead of the festival 
season. No other big player has fol- 
lowed this lead. Bankers say credit 
demand in the domestic market will 
continue unabated as interest rates 
are still reasonably low and afford- 
able. *And, so far, there is no major 
threat of non-performing assets (NPAS) 
at the retail level,” they say. 


\G RATE 





What does all this mean for 
interest rates? Domestic and inter- 
national factors seem to be pulling 
in different directions and are send- 
ing out contradictory signals on 
the subject. Reddy will have to 
find a way to square this circle. 
As of now, bankers are preferring 
to wait and watch rather than take 
any call on the matter. 

A related issue: will the credit 
growth continue at the same pace? 
“Personal and home loans are two 
segments where the banks are turn- 
ing a bit cautious,” says 
Sambamurthy of Corporation 
Bank. The implication: there could 
be some slowing down in the two 
segments. Harshan of Federal Bank 
disagrees. “In an economy growing 
at over 8 per cent, demand for 
credit will continue to grow.” 
Here, too, there is no consensus. 
We'll have to wait for Reddy him- 
self to give the сие, 

ANAND ADHIKARI 
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Mind Over Matter 


Intellectual Capital rating is gaining ground. 





Edvinsson speak: IC is critical to an organisation's future 


N DECEMBER LAST YEAR, SOME 30 EMPLOYEES OF 

Bangalore-based MindTree Consulting spent three 

months getting an Intellectual Capital (1С) Rating. 
Tangible corporate assets have been measured and ass- 
essed for many years, but it's only now that companies 
have started assessing their people and their intel- 
lects. “Businesses are beginning to recognise the value 
of the intellectual capital hidden within companies,” 
says Leif Edvinsson, founder of Intellectual Capital, a 
firm specialising in this field and the man who invented 
the system of intellectual capital audits. According to 
him, the tangible assets of any company form just 20 
per cent of its value while the intangible ones (brand- 
ing, people, etc.) make up an overwhelming 80 per 
cent. “But organisations are only just beginning to rea- 
lise the value of nurturing these assets,” he says. 

“Intellectual capital is the factor of production that 
does not show in the traditional balance sheet, but is, 
nevertheless, critical to an organisation’s future,” 
explains Edvinsson. To nurture this and to encour- 
age innovation, which is critical for survival, com- 
panies need to reorganise themselves around people 
and take cognizance of a younger and more cre- 
ative workforce. This is especially true in the Indian 
context,” says Edvinsson. 

Companies like e4e Financial Services, Bhoruka 
Power and Conzerv Systems have or are in the process 
of getting their IC rated by Bizworth, the Indian part- 
ner of Edvinsson's Intellectual Capital. 

RAHUL SACHITANAND 
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"Stop Talking" 


OHN RALSTON SAUL STIRS UP MANY HOT DEBATES 
| his radical ideas of "dying" globalisation, 

ineffective privatisation and bureaucratic transna- 
tionals corporations. He spoke to BT’s Shalini S. Dagar 
on some of them. Excerpts: 


You say globalisation is dying. On what basis are your 
making this statement? 

Yes, globalisation is collapsing, because in the past three 
to four years, the West has realised that the theory can 
be as easily or more easily run from India and China 
as it can be from the West. What the West had be- 
lieved in was not globalisation but an international eco- 
nomic theory run from the West. So, in the last six 
months there has been a return of the old-fashioned 
economic nationalism. And it will only grow. 


Has trade liberalisation not helped at all? 

World trade has increased some 22 times in 30-odd 
years, but economic growth around the world during 
this time has been average to mediocre. And in the 
same period, there has been this astonishing increase 
in disparities. One of the reasons is that nearly half of 
this trade comes without wealth creation and from the 
movement of goods across borders within transnational 
corporations—a lot like the British East India Co. 


So what is the solution? 

The answer is to stop talking ideology, and to stop talk- 
ing of globalisation, deregulation and liberalisation as 
a religion. 


You have very strong views on privatisation... 

The essence of the private sector is profit-making. If it 
is applied to an area where competitive principles 
do not work, say water supplies, it does not make 
sense. Public sector bodies, on the other hand, work 
only when they are led by strong political leadership 
and strong policy ideas. The solution is not deregu- 
lation or government ownership. Maybe, non-profit 
regional bodies could work in some cases. 
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What is it: "Mobile Ticketing", a facility that allows people to book movie tick- 
ets at PVR cinemas over their Airtel mobile phones. 


How does it work: All one needs is a GPRS- and Java-enabled mobile phone 
and a credit card to avail of the facility. Log on to the Airtel Live portal on the 
mobile phone handset to download the application. Select 
City, cinema hall, date, movie and time, seats, and then 
enter credit card details to make the payment. 
After this, the user will get a confirmation ID as 
a text message. 











And the tickets: These have to be collected 
from the hall upon proper identification. 


How much does it cost: It's free of charge 
"for the first six months", says Sanjay Kapoor, 
Joint President (Mobility), Bharti Airtel. 


It's available in: Six cities with PVR cine- 
mas, namely, Delhi (and NCR), Mumbai, 
Bangalore, Hyderabad, Indore and Lucknow. 


SHALEEN AGRAWAL 
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ECONOMY 


Status: At six-month low of less 
than $60 (Rs 2,760). 

Impact: Falling crude oil prices 
will reduce inflationary expecta- 
tions and halt the northward move- 
ment in interest rates. It’s good 
news for retail borrowers and also 
the automobile industry which is 
cheering falling oil prices with gusto. 






OIL PRICES OVER LAST 
‚5%. 69 70.94 70.96 


SIX MONTHS 


80 - 
April May June July Aug Sept 
Figures in $ per barrel Source: BT Research 


Status: Hardening; rupee up close 
to half a percentage point to Rs 
45.92/dollar between July 1, 2006 
and September 29, 2006. 


RUPEE-DOLLAR RATE 
46.57 


46.02 46.06 4592 


45.02 
44.64 


April Му June Шу Aug Sept 
Source: BT Research 


Impact: Strengthening of the rupee 
is good new for foreign investors 
and NRIs as their returns will not 
only be protected but also earn 
them some returns. Earnings of 
exporters and IT companies will, 
however, be hit. 

COMPILED BY ANAND ADHIKARI 


ДА vê 


"Wonders 





Pursuing quality, achieving perfection... striving together with a passion that keeps us ticking 
It's this obsessive passion that has made us put all our manufacturing plants inside clean rooms. To create miracles 
Products that live up to promises. That work wonders for you, everytime, everyday, everywhere 


/ Hindustan Latex Limited 


www.hindlatex.com 


23763 


did for Healthy Generations 


a са zz Ø ' Blood Bags Surgical Sutures 
^v^ М -— =й T d "^ Auto Disable Syringes/ Break-after-use 
KAS x Ni qe 9 v Z боге As Syringes | Hydrocephalus Shunt | Tissue 
| m v v Expanders | Women's Healthcare Products 
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acquired for developing SEZs. 

Commerce Minister Kamal Nath has commu 
ministers that agricultural land should be acquirec 
cases where states are unable to meet the minimum 
such cases, should not exceed 10 per cent of the tot 

Not surprisingly, the stimulus for this came fr 
Gandhi. Surely, government policies have to pass tł 


PRIVATE SECTOR FORRAIL PASSENGER BIZ? 
THE FINANCE MINISTRY IS TRYING TO WEDGE OPEN A 
Railways. At present, private sector can get into tl 
ness, moving cargo across the country. The excheq 
even passenger traffic be entrusted in the hands of t 
routes to begin with. 

While this in line with the prevailing governme 
partnership, Railways minister Lalu Yadav has o 
posal. Not surprisingly, for last year, he turned dow 
sector take over the maintenance of railway stati 
gains were demonstrated in a pilot project with la 
tenth. Evidently, Railways cannot hope to improv 
cost of hurting populist sentiments. 


THIRD PARTY AUDITING LIKELY FORLANDD 
IN A BID TO TIGHTEN SCREWS ON REAL ESTATE—THE 
black money and income tax evaders—the gove 
proposal to make it mandatory for real estate tr; 
The audit, to be conducted by chartered account 
the property being transacted is not being under 
valuation is resorted to avoid paying high rates 
proposal is being discussed with different stake 
income tax authorities and real estate profession 
is some distance away. 
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NEWS NUMBERS OF NOTE 


PRAFUL PATEL Rs 10,007 crore: The advertisement 
expenditure (ad-spend) of 959 listed companies in 
2005 against Rs 8,470 crore in 2004-05 


158,427. the number of individuals holding 


323,699 duplicate PAN cards in Mumbai. The total 
number of PAN cardholders in the city is 4.15 million 


Rs 1.5 lakh: The annual per capita expenditure 
on state government employees in Bihar; the 
national average is Rs 82,000 


8,6 14. The number of Starbucks stores in the US 


HEMANT CHAWLA 


32 million: The number of potential women 
c x customers for gold in India, according to a World 
КӨЛ, РБАЙ Gold Council report. Between 2002 and 2005, 
E" > Mom А eem — = Indian demand rose to 750 tonnes from 571 tonnes 

FAR ap Be The nears all pending or fresh licence despite higher gold prices 


ipplications wil 
s MIR M 340, ООО. The number of laptop batteries, 
the "below-cost, predatory tactics?" That is made by Sony Corp, being recalled by Toshiba 
а very real fear that is plaguing these carers following worldwide 

a meeting—called ostensibly to discuss ways of - 
| Stemming the flood of red ink on airlines’ books—with 48.5 billion (Rs 2,81,300 crore): The amount 
` Patel at which the full-service carriers—Jet, Kingfisher in subsidies received by Europe's farmers from the 
_ and Air Sahara—proposed an end to “cut-throat Common Agricultural Policy (CAP) in 2005, a jump 
г pricing" by their low-cost rivals. This was opposed by of more than 11 per cent over the 2004 figure 
| decere eene prd, v $20.1 

million (Rs 92.46 crore): The amount 

“ever, sounded a word of caution and emphasised the ^ mobilised from the sale of classical and modern and 
necessity of airlines maintaining their financial ^ contemporary Indian art at a Christie's auction on 
less, His rationale: he did not Want a repeat September 20. Of this, modern and contemporary 

ation in the early 19905 when several pri- ^ indian art totalled $17.81 million 


Men ea! 942,000 (Rs 11.5 lakh): The amount Sir 


sri reputatio | John Bond, Group Chairman of HSBC Holdings plc, 
ва ае His dba ы vend will be paid per day for advising Bill Ford Jr, the 
undoubtedly the way he pushed through the pri- embattled Chairman of Ford Motors Company. He is 
] D «p pete us | of the nd and Mumbai airports in the expected to work as a consultant only for about 
` face of trenchant criticism from the Left and some | one-and-a-half days a month for the carmaker 
UPA allies. His other achievements: allowing 
жн airlines to fly abroad; апа clearing Indian 35 million: The number of blogs on the net 
ew (now Indian) fleet acquisition programme. 
Patel, one of the more telegenic, media-savw faces $38.4 billion (Rs 1,76,640 crore): The 
in this government, has worked hard to achieve ^ — amount that people will spend on their pets 
and has earned the goodwill of the Indian air this year (in the US), according to the 
г» last things he needs is to have American Pet Products Manufacturers 
stantiated charges flying around that һе is ^ Association, an increase of $2.1 а 
ош Чї he low cost airlines. billion (Rs 9,660 crore), or 5.8 ‚7 
i U SHALEEN AGRAWAL per cent, over 2005 
































The new Audi O7. 
Vorsprung durch Technik: 


d 


1 

Island City Motors Private Limited 
Champion Seals Compound, 15-Parsi Panchayat Road, 
Andheri East, Mumbai 400 069, India 

Tel: 022 56292834 Email: info@audimumbai.com 


The quattro all-wheel! drive realises Audi's ambition to ри 
"Vorsprung durch Technik" philosophy on the road. With 
this prestigious goal, class-leading engines are essentia 

the torque-rich TDI diesel engines and the high-performance 
petrol units with FSI (fuel stratified injection) technology 


Euro Motors Private Limited 

26, Okhla Industrial Estate, Phase - 111 

New Delhi 110 020, India 

Tel: 011 40510300 Email: infaMaididathi sare 





Vorsprung durch Technik 


How does power 
become superiority? 
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The FSI increases the torque and power of spark-ignition 
engines, making them as much as 15 percent more 
economical. All this helps the Audi Q7 to master virtually 
any terrain, and gives it the dynamism to ensure high 
performance acceleration. Prepare to be amazed 


Jubilant Enpro Private Limited 

Survey No. 6/1, Beratana Agrahara, 

15th K.M. Hosur Main Road, Bangalore 560 100, India 
Tel: 080 57732607 Email: info@iubilant-audi.com 


Audi Call Centre 
Tel: 1800 11 2834 or 011 26153889 
Email: info@audi.co.in 
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Sachin Tendulkar: A favourite of both the crowds l 
and the advertisers. He endorses AirTel, Pepsi, and f 
has recently started endorsing Reynolds; it is believed 

that he will soon become a brand ambassador for ITC 

Foods. Tendulkar has signed a book contract for The 

Üpus, a series on sporting legends. Advertising agency 
Saatchi & Saatchi's talent management wing, Iconix, 

signed a five-year deal for an estimated Rs 180 crore 

six months ago. Sources estimate that he makes 


Money 
Spinners 


Cricket, and cricketers, 


in India are raking in 
mega bucks. That's old 
hat. But how much do 
they actually earn? Here's 
an estimate. 





Rahul Dravid: Pretty much as close to the image of the 
perfect guy as possible. Endorses Pepsi, Bank of Baroda, 
Reebok and Max New York Life, among others, and makes an 
estimated Rs 2 crore per annum per deal. He has a Grade A 
contract with the BCCI and receives a guaranteed annual 
salary of Rs 50 lakh from the BCCI. 


Yuvraj Singh: He has 14 brands including Microsoft Xbox, 

SBI Cards, Westside, Lakshmi Vatika, Royal Stag, Hero Honda 
Pepsi, Reebok, etc. He makes Rs 75 lakh per endorsement per 
year. Singh has a Grade A contract with the BCCI and receives 
а guaranteed annual salary of Rs 50 lakh from the BCCI. 







‘3, Sourav Ganguly: Endorses Hero Honda, Tata 
XØ- \ndicom, Pepsi, Sahara, Lupin, etc. He has been 
out of the team for a year but that doesn't seem 
to have affected his market price on the 
endorsement circuit. Makes about 1.5-2 crore a 


year per brand. He now has a Grade C contract 
with the board that earns him Rs 20 lakh a year. 


Compiled by Aman Malik Match fee: Rs. | lakh a day. So for a test they'd make Rs. 5 lakh. 


GROWING GLOBAL WIND BUSINESS 
Wind may yield 29 per cent of global power by 2030 

Top 10 New Installed Capacity (Jan.-Dec. 2005) 
Africa 1 

West Asia 1 

China 5 

South Asia 3 





New capacity MW 

US 2,431 

Germany | 1,808 

Spain | 1764 | 
India 1430 | 
Portugal 


Per cent 


2 Pacific 


China 
Italy 

UK 
France 
Australia 


TOTAL (ТОР 10) 10,024 — 


| 1,507 
11,531 


Rest of world 
WORLD TOTAL 


East Asia 2 


Central and 
South America 3 


North 
America 19 


Transition 3 
Economies 


62 Europe 
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Rs 4-5 crore per anum per deal. Tendulkar has a Grade 
A contract with the BCCI and receives a guaranteed 
annual salary of Rs 50 lakh from the BCCI. 











Mahendra Singh Dhoni: Endorses 
Pepsi, BPCL, TVS, Reliance Infocomm, 
GE Money, Exide, Reebok, etc. Dhoni 
endorses 13-14 brands and gets Rs 
75 lakh-1 crore per brand per year. He 
has a Grade A contract with the BCCI 
and receives a guaranteed annual 
salary of Rs 50 lakh from the BCCI. 


2030 


Projected capacity 
Europe 

Transition Economies 
North America 
Central and South America 
East Asia 

South Asia 

China 

West Asia 

Africa 

Pacific 
GW: Giga watts 





Earnings 


Ф Revenue earned during 2005-06: Rs 430.05 crore, 
a rise of 106% over the previous fiscal 


© Single biggest contributor to revenues has been the 
sale of media rights worth Rs 341.4 crore. 


© Tour surpluses amount to Rs 59.7 crore. 


© Has incurred an expenditure of Rs 271 crore on 
cricketing activities and players’ salaries. 





© Has fixed deposits worth Rs 545 crore as March 31, 
2006 and Rs 44 crore in other bank deposits; this 
totals up to Rs 589 crore. This is up from a total 
figure of 300 crore in the last year. 


J 


a al te ора 
is said to be heading toward Pepsi, and away 
from Coke which he now endorses. His contract with Coke ends 
December 2006. He reportedly gets Rs 1 crore per endorsement. 
also endorses for Mayur Suitings and Britannia Biscuits. 
| coco apple and receives a guaranteed 
annual salary of Rs 50 lakh from the BCCI. 
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Wind power could generate almost 29 per cent of the world's 
electricity by 2030 and is growing faster than any other clean 
energy source. “At good locations wind can compete with the 
cost of both coal and gas-fired power,” the Global Wind Energy 
Council (GWEC) and Greenpeace said in a study, “Global Wind 
Energy Outlook 2006". The two said that wind, which now 


accounts for 0.8 per cent of the world’s electricity supply, is 
expanding faster than other renewable energies such as solar, 
geothermal or tidal power in a shift from fossil fuels 


Nations now generating most wind power are Germany, Spain, 
the US, India and Denmark 


Source: GWEC and Greenpeace 





Ў " Y { I 
BCCI р / 


“A technology which has survived for over 60 
years, can’t die SO soon” 
Venugopal Dhoot, Chairman, Videocon Industries, оп acquiring 


ray tube units when the world is moving towards LCD or plasma TV 








Business Standard 


*Now, people from the US are coming to India 
for medical treatment. This was not a capability 
that was known till recently. There is a need to 
advertise that you do a lot of stuff" 

David Fagiano, COX ) Dal Carnegi 





“There will be a bloodbath for the next two 
years as too many airlines are coming in" 
Kalpesh Parekh, Assistant Vice President, ASK Raymond Jam 


Business Standard 


*Prosecution was necessary, but persecution 
was not" 


Kenneth Hoyt, US District Judge, while sentencing former CFO of Enro 
Corp Andrew Fastow to six years in prison, saying Fastow bad 1 
paid a heavy price for his actions, to A 


“As some of you (shareholders) pointed out, | 

am not fit to be here... Maybe I do not under 
stand financial jargon, but I can definitely say 

I will add value to your share in my own way” 
Shah Rukh Khan, Actor, at tbe Jet Ainways' AGM, in B : ness Li 


“If we can take away just 10 per cent of China's 
manufacturing activity, it will create employ - 
ment Dpporenmm worth crores of rupees" 
Kamal Nath, Union Commerce Mini in The Indian Expre 


"Apple's big contribution is showing that you 
can become a billionaire by selling emotions; 
that design can be a valid business model" 


Gadi Amit, founder of NewDealDesign, a product design boutiqu 
San Francisco, in BusinessWeek 


“They’re (Google) moving from organising 
your information to organising your life” 


Oren Etzioni, Professor of computer 
Washington, in Time 


“Since President Bush took office, we have lost 3 
million jobs and America’s trade deficit in motor 
vehicles has climbed by appre ximately 20 per cent” 


Marcy Kaptur, Democrat Congresswoman from Ohio, a frequent criti 
of Bush's trade policies on the record $218.4 billion current account 


deficit, to AP 
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ACQUIRED: By 
Mahindra & Mahi- 
ndra (CEO, Anand 
Mahindra, left), a 
67.9 per cent take 
in Jeco Holding AG, 
a German forgings 
company, at an enterprise value of 
around Rs 830 crore. This is the largest 
outbound acquisition by any Indian 
auto components firm. 





LAUNCHED: By Adlabs Films, its 
first FM radio station —BlIG 92.7 FM— 
in New Delhi. Adlabs will invest Rs 
400 crore to set up its network span- 
ning 45 cities across the country by 
April 2007. The Anil Dhirubhai Ambani 
Group-controlled radio venture will be 
heard across Delhi, Mumbai, Chennai 
and Kolkata, besides Bangalore and 
Hyderabad over the next fortnight. 


RECORDED: By India, a gain of two 
places—at #43—оп the World 
Economic Forum's Global Compet- 
itiveness Index. The 2006-07 rank- 
ings place India well ahead of rival 
emerging economies like China (54), 
Russia (62) and Brazil (66). 
Switzerland, Finland and Sweden are 
the world's most competitive economies. 


ANNOUNCED: By ICICI Bank, the 
country's largest private sector bank, 


MARTELL HITS INDIA 


sises the 
point with youns 


а drink whic! 


anything,” he sa 


young urban 


osts Rs 8,20! 


2006 
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plans to hire 40,000 people a year for 
the next three to five years. ICICI Bank 
currently employs about 150,000. 


APPROVED: By the Inter-ministerial 
Board of Approval, Posco India's Rs 
53,000-crore proposal for a multi- 
product special economic zone in 
Jagatsinghpur district of Orissa. The 
board approved a total of 18 SEZ 
proposals, while 13 were given 
in-principle clearance. 


ACCEPTED: By the Board of 
Governors of the Indian Institute of 
Management, Ahmedabad, the gov- 
ernment's proposal to implement 54 
per cent quotas for Other Backward 
Castes over the next three years instead 
of four years as it had earlier pro- 
posed. It also sought an additional 
Rs 83 crore from the government to 
create the requisite infrastructure for 
this purpose. 


PROPOSED: An 
Independent Self- 
Regulatory Organ- 
isation by Nasscom 
(President Kiran 
Karnik, left), to en- 
force stricter regula- 
tions for data protection in the BPO 
sector. It is also considering imposing 
sanctions for violations. 
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HE BOGEY OF EXTORTION IS BACK 
Т: the tea gardens in Assam. 
On September 23, militants bel- 
onging to the outlawed United 
Liberation Front of Asom (ULFA) 
gunned down Haridhan Das, the 
Manager of Hullunghabi Tea Estate, 
about 540 kilometres east of Guwahati 
for not paying extortion money. It was 
the second instance of violence in 
two days. The previous day, a police- 
man was killed in eastern Assam fol- 
lowing the Centre's decision (on 
September 20) not to extend the 
ceasefire, which had been in force 
from August 13, 2006, with the ULFA. 
Understandably, no garden owner 
is willing to speak on record, but ВТ 
learns that the militant outfit had 
demanded Rs 10 lakh from Hullu- 
nghabi Estate. It has also served ex- 
tortion notices on many of Assam's 
800-odd tea gardens spread across the 
Brahmaputra valley, the Barak val- 
ley and southern Assam. The 
demands: Rs 10 lakh-Rs 1.5 crore. 
Garden managers and executives 
who visit the state are worried, but 
are trying to outwardly maintain a 
business as usual attitude. Off the 
record, they say it is better to come to 
a "settlement" with the militant out- 
fit. “It's like buying peace at an aff- 
ordable price," says one of the oldest 
planters in the region. 
RITWIK MUKHERJEE 






The No. 1 European airline in India with most take offs. 
Offering the biggest network, best on time performance. 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional services 
firm Ernst & Young. Here are the deals that were struck in September 2006. 


De. 


Deal Particulars: Mahindra & Mahindra, through its components arm, Systech, has ac- 
quired a 67.9 per cent stake in Jeco Holdings, one of Germany's top five forgings companies, 
for an undisclosed amount. The enterprise value of the firm is estimated at about €140 mil- 
lion (Rs 830 crore), making it the largest outbound deal in the auto components space. The 
€180-million (Rs 1,044-crore) Jeco manufactures forgings for gear boxes, engine and axle parts, 
hubs, gears and piston heads for trucks, buses and trailers. It has three plants in Germany and 
can produce around 1,00,000 tonnes of forgings per annum. The cost of acquisition will be 
funded through the proceeds of M&M's $200-million FCCB issue. 


DEALTRACKER 


e» 


mahindra 


Impact Analysis: Jeco's presence in the European forgings market will help M&M 
build a global business in the forgings market. Јесо'ѕ assets are perfectly complimentary to what 
M&M has in Amforge and Stokes. This acquisition gives M&M access to Jeco's customers, in- 
cluding DaimlerChrysler Group, ZF Group, MAN Nutzfahrzeuge, Volvo, Renault, Agco and 
Kolbenschmidt. 

With the acquisition, the M&M Group has taken a decisive and important step towards cre- 


DEAL OF THE MONTH ating an auto components business with global class and scale. 








TARGET ACQUIRER INDUSTRY DEAL VALUE STAKE 
(Rs crore) 

Jeco Holdings. Mahindra & Mahindra — — — Automotive Components Acquisition Undisclosed 67.9% 
Apollo Hospitals International Сайа Pharmaceuticals = Pharmaceuticals Acquisition Undisclosed — 50%. 
Drug Houses of Australia (Asia), Strides Arcolab Pharmaceuticals Acquisition 56 100% 
Singapore БЕ SA r E с”: i e : ي‎ eia, 

Synergy Communications Adlabs Filmi Media Acquisition Undisclosed 51% 
Winwind Oy Sterling Infotech EN п Investment 120 1 40% 
Crest Animation - ЖЕЗДИ .— — | | Media | Investment 183  — 15% 
G4 Software Technologies -3i InfoTech == ^ — Computer Software Acquisition 4 100% 
Unilever India Shared Services Capgemini — IT Acquisition Undisclosed 51% 
GI Power Treasury Holdings == RealEstate Investment — 70 26% 
Srei Infrastructure Finance Standard Chartered Investment Financial Services Investment Undisclosed 11.876 
CJ Schneider Engineering, US _Praj Industries = = 1 11 Engineering Acquisition — 23 100% 
AimNet Solutions, US Cognizant Technology Solutions IT Acquisition 69 100% 
Seventymm _ _ Matrix Partners India Media - Investment — 32 Undisclosed 
PayMate India Kleiner Perkins Caufield & Byers IES Investment — 23 33% 
Mileta International, Czechoslovakia _AlokInternational 8 = ^ Textiles Acquisition — 82 60% 
Eastern Condiments „New Vernon Bharat = НВ Investment 46 5% 
TUI InfoTec __ЈЅопаіа Ѕоймаге — — I _ 30 Acquisition. 10 _ 50% 
Shri Lakshmi Cotsyn —— __ Reliance Capital —  — 1 à à Textiles — à— Investment 17 10% 
Hydrauto Group, Sweden Wipro Engineering Acquisition 142 100% 








Deal Watch includes only M&As, private equity and brand sale transactions N.A.: Not available 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 


announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 


Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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THE BT 50 


INDEX 
Markets in festive mood. 
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FINANCIAL SERVICES FIRMS: WHAT LIES AHEAD | 


In the face of commoditisation and fierce competition, global financial market firms have 
continued to thrive by innovating and hustling, leading to an overall 15 per cent return on 
equity (ROE) over the last decade, compared to 8.7 per cent ROE for the average company. 
Driven by transparency and speed, the industry will change substantially in the coming years. 
Excess agency profits will evaporate, the separation of Alpha and Beta will become complete, 
and the creation of alliances will be critical. In addition, demanding institutional and retail 
Clients will drive a shift from a transaction perspective to one that is centred on the client. 


Global Return On Equity Trendline For Selected Industries, 1994-2015* 
30 


os 


0 І 1 Т 1 1 1 І I 1 ADEM 
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2010E 2015E 
WI U.S. asset management specialists" — mw Integrated custodian/asset managers? 
tow U.S. bulge bracket firms* mw All industries — WIN Global asset management? 


*Projections are linear 


W includes Affiliated Managers Group, Alliance Capital, Blackrock, Eaton Vance, Federted Investors, Franklin 
Resources, Janus Capital, Legg Mason, Marsh & McLennan, T. Rowe Price and Waddell & Reed. 


© Indudes BoNY, State Streel, IBT, Northern Trust and Julius Baer. 
3k Indudes Merrill Lynch, Bear Stearns, Lehman Brothers, Goldman Sachs and Morgan Stanley. 


© Includes all publicly listed asset managers, figures do not include universal banks or sell side asset 
management divisions 


Source: Thomson ONE Banker, IBM Institute for Business Value analysis 


Most Important Sources of Competitive Advantage Over the Next 10 Years 


Depth of client relationships 


Product innovation 
Trustworthiness 


Risk management excellence 














Being а low-cost provider 
Operational excellence 
Quality advice 









Geographic breadth 

Alpha generation expertise 
Product breadth | 

Ability to use balance sheet 
Quality research 


Beta generation expertise 








Proprietary trading 
Agent execution M 
Principle execution fame 
Ne ok oe See Б HB 
fmm Buy side II Sell Side II Processors 


Executives were asked: "Which source of potential competitive advantage are likely to be most important to 
your firm over the next year? (Choose up to 3)". Sample size: 271 


Source: IBM Institute of Business Value/ Economist Intelligence Unit Survey. 
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LCOS technology. 









Impress with award-winning 


® xEED sxe 


Canon 


Delighting You Always | 





$ХСА+ | 3500 lumens | 1000:1 contrast ratio | 1.7x wide angle zoom lens | Supports Adobe RGB 


From the award-winning XEED SX50 comes a complete range of 
XEED projectors that help you achieve a winning presentation, 
everytime. 

Latest LCOS Technology 

The new range of XEED Projectors come with Canon's state-of-the- 
art lens quality plus the latest LCOS technology to provide superior 
colour reproduction, better gradation, smoother image and seamless 
display. The results are photo-real images and sharper texts and 
graphs. XEED's attention to detail and theatre-like experience will 
not just impress, it will astound clients and colleagues alike! 


Dutstanding AISYS Optical Technology 
While LCOS projectors are traditionally bulky, XEED projectors 
are not only compact but remarkably lightweight. Thanks to AISYS, 


a unique optical illumination system developed by Canon. But that's 
not all, the 1.7x wide-angle zoom lens lets you project in both small 
or large conference rooms, and the versatile XEED SX6 supports 
Adobe RGB for excellent colour reproduction. So exceed your 
performance standards, switch to Canon XEED projectors today. 


Award-winning LCOS and AISYS technologies now available in a 
brand new range: 
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XEED SX60 XEED SX50 | XEED X600 

* SXGA+ * SXGA+ * World's first XGA 

* 2500 lumens * 2500 lumens LCOS projector 

* 2000:1 contrast ratio * 1000:1 contrast ratio | • 3500 lumens 
(in home theatre mode) * 17x wide angle * 1000:1 contrast ratio 

+ 1.7х wide angle zoom lens zoom lens * 1.7х wide angle zoom lens 










Corporate Office: Canon India Pvt. Ltd., 2nd Floor, Tower A & B, Cyber Greens, DLF Phase III, Gurgaon-122 002 








Current 


Bloodbath in the Air _ 


The airline industry braces itself for heavy weather ahead 
as the balance sheets drip red. T.V. MAHALINGAM 


IR DECCAN’S CHIEF 
Operating Officer 

Warwick Brady is a 

colourful man. He does 

not mince worlds and 

wears a bright yellow tee shirt to 
work—every day. The recurring 
tee shirt is not a passing whim or a 
statement of Brady’s taste in cloth- 
ing. Everybody who works for Air 
Deccan, from the senior manage- 
ment to the booking agents, will 
sport these fluorescent yellow tee 
shirts, which are part of the com- 
pany’s latest branding campaign. 
A glance at the low-cost pioneer’s 
bottom line, though, makes you 
wonder whether red tee shirts 
would have been more appropriate. 
After all, Deccan Aviation (that’s 
what the listed company is called) 
has blood dripping all over its bal- 
ance sheet, and piled up losses at 
last count had hit Rs 341 crore in 
the 15-month period to June 2006. 
To be fair, Air Deccan is not 
alone—red seems to be dominant 
motif of the Indian aviation indus- 
try. Spice Jet, a competitor in the 
low-cost space, has also run up 
losses, of Rs 41.4 crore since inc- 
eption. GoAir, another low-cost 
airline, is also losing money (al- 
though Managing Director Jeh 
Wadia told BT recently that break- 
even is round the corner). The pain, 
to be sure, isn’t restricted to just the 
low-cost fleet. Full-service airlines 
like Jet Airways, Kingfisher Airlines 
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and Air Sahara are also reeling, 
with Jet notching up a Rs 45-crore 
loss in the first quarter. “Even 
though it’s tough to project the ex- 
act amount of losses incurred by 
the Indian aviation industry as most 
players are privately held, we esti- 
mate that the industry will lose 
$350-400 million (Rs 1,610-1,840 
crore) this year. And that’s an esti- 
mate on the conservative side,” 
says Kapil Kaul, СЕО, Centre for 
Asia Pacific Aviation (CAPA), Indian 
subcontinent and Middle East. 

Less than 18 months ago, the 
scenario was different. The buzz- 
words in the Indian aviation indus- 
try were Capacity expansion, 
aggressive pricing and, of course, 
market penetration. To the credit of 
most airlines, they did most of that. 
Ticket pricing was cut-throat and 
the market was penetrated like 
never before (traffic growth rates of 
50 per cent are unheard of in avia- 
tion industry history). 

So, what explains today’s fun- 
eral mood—and the morbid lan- 
guage of honchos? “It’s airline sui- 
cide,” grimaces Deccan’s Brady. “If 
a passenger can pick up an airline 
ticket for Rs 6,000 a month be- 
fore the journey and a thousand 
bucks a day before the journey, 
then you know that there is a need 
for sanity.” Brady was speaking at 
the third Annual India and Middle 
East Low Cost Carrier (LCC) 
Symposium, organised by CAPA. 


т 
о 
А 
a 
в. 
ш 
ш 
a 
z 
< 
= 























Brady did not stop there. *Right 
now, it's just a downward spiral 
of low fares. Over the next two 
years, there will be a couple of 
deaths along the way. We expect a 
bloodbath in February, March 
when new players will come into 
the industry. Back here (India), air- 
lines have an appetite for losses 
and pain," he added even as dele- 
gates squirmed in their seats. 

Brady was not alone. SpiceJet 
Director Ajay Singh feels that the 
next couple of months could be 
very tough for the industry. “All 
airlines are feeling the pain. 
However, we think the threshold 
for pain has been reached or will be 
reached soon," says Singh. “There is 
bound to be high volume growth in 
the industry. But the challenge is 
to convert that into growth of 
profit." Since April 2005, the Indian 
aviation industry has added 95 air- 
craft and 40 more are e to 
be delivered in the next six months. 
Basically, in the last 18 months, 
capacity has doubled. By 2007, 
India will have more than 300 air- 
craft (see A Bulging Order Book). In 
addition, there are 10 operators 
competing for passengers on almost 
the same routes. Says CAPA's Kaul: 
“Most low-cost carriers are focussed 
on the Delhi and Mumbai routes 
which are dominated by Jet, Indian 
and Sahara. Most of the operators 
are concentrating on similar routes. 
There has not been too much 
innovation by operators in route 
choices." This has forced operators 
to slash prices to attract customers, 
leading to predatory pricing prac- 
tices. Full-cost carriers are cutting 
prices to low-cost levels, and some 
airlines are selling tickets far below 
the costs they incur. 

Last fortnight, a group of airline 
heads met Civil Aviation minister 
Praful Patel, and appealed for reg- 
ulation of prices and restricting ent- 
ry of new players. The minister, 
for the time being, has said even 
though the entry of new players 


will not be restricted, their applica- 
tions will be *more closely scruti- 
nised". The minister has also been 
reported saying that the losses of air- 
lines could well be exaggerated. 
Industry watchers also believe that 
this is not the time for regulatory 
fine-tuning, “I have one word of adv- 
ice when it comes to preventing new 
airline entry—don't. Government 





intervention, unless there is a very 
clear and transparent framework, 
would very quickly undermine in- 
vestor confidence," says CAPA's 
Executive Chairman Peter Harbison. 

If such troubled times are prod- 
ding players to unite, or to cartelise, 
perish the thought. As Air Deccan's 
Brady quips, “Airlines are like street 
dogs right now. There is no clique.” 


OCTOBER 22 2006 BUSINESS TODAY 49 


аззалах 








: | bt current 

















Yours, Mine(s) 
and Ours 


Are steel makers crying wolf 
over iron ore exports? 


T IS A SPAT THAT IS TURNING 
| pins nasty. In one corner of the 
ring is the Indian Steel Alliance (ISA), 
an association of five major Indian 
steel producers—Steel Authority of 
India (SAIL), Essar Steel, the Jindals, 
the Mittals of Ispat Industries and 
Rashtriya Ispat (Vizag Steel). They 
are clamouring for an outright ban 


[] 


INDIAN STEEL ALLIANCE 
"m 


on iron-ore exports and allotment of 
captive mines to steel producers. 
In the other corner is the Federation 
of Indian Mineral Industries (FIMI), 
a body of non-captive mine owners 
that has benefited greatly from 
India's policy changes since 1997, 
which allows private sector play- 
ers to export ore. 

ISA’s charges are straightfor- 


50 BUSINESS TODAY OCTOBER 22 


2006 


ward (see ISA VS FIMI). lron-ore is a 
scarce commodity, which should 
be limited for the consumption of 
domestic steel producers. Steel pro- 
duction means a 10-15 times value 
addition, greater taxes and higher 
forex earnings. So, mines should 
be given only to steel mills for their 
captive consumption. 

А spokesperson for FIMI points 
out while Indian steel production 
currently stands at around 41.3 mil- 
lion tonnes (MT), the iron ore avail- 
able is sufficient for more than 100 
years, even if production more than 
doubled to 110 мт. “In the next 


FEDERATION OF INDIAN MINERAL INDUSTRIES 





100 years who knows what will 
come along to replace steel? It is 
like arguing that mid-eastern coun- 
tries should conserve oil and gas 
and not export them. Countries 
trade in what they have a surplus 
of,” says the spokesperson. Pointing 
out that the quantity of iron ore 
available has increased by around 15 
per cent from 22,108 million tonnes 





Down, But 





in 2000 to 25,249 million tonnes at 
present, FIMI says that this has been 
possible because of fresh prospection 
and better extraction methods. 

FIMI also says that existing cap- 
tive mine owners regularly sell their 
additional ore production in the 
domestic market or even export it. 
“This demand for captive mines is a 
colonial hangover. There is no 
shortage of iron ore for domestic 
steel industry," claims ЕІМІ. 

Even as ISA and FIMI fight it 
out, the government is said to be 
studying the situation and is yet to 
make its policy clear. The demand 
from the Chinese, which some 
analysts say might cool off, may 
determine the future shape of 
the industry and not just the 
policy decisions. 

VENKATESHA BABU 





Not Out 


Prices of commodities have 
eased, but the bull run’s intact. 


I 15 NOT JUST CRUDE THAT HAS 
shaved off nearly a quarter of its 
price over the last couple of weeks. 
The easing of prices spans com- 
modities ranging from energy, met- 
als and agri-commodities. 

Not too long ago, the runaway 
prices were being explained as multi- 
year bull runs in commodities. So 
has that rally petered out? Well, the 
current softening of prices is a com- 
bination of many things. One of 
those is liquidity, a glut of which 
triggered a frenzied rise in com- 
modity prices. But when money sup- 
ply tightened sharply in the middle of 
the year, the bull phase in com- 
modities was the first to suffer. 
Heightened concerns about whether 
the expected slowdown in us will 
deepen into a full-blown recession 
also contributed to the bearish mood. 


You've never seen eye to eye. 

And now, after all these years you look. 

And see a depth, you hope you'll inherit someday. 
And then, it hits you. 

There's something greater 


than being related. It's relating. 
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And as the cost of carry—the cost in- 
curred from an investment posi- 
tion—increased speculators un- 
wound their positions. This is es- 
pecially so in case of the energy 
market, even as US hedge fund 
Amaranth defaulted big time last 
fortnight. Easing geo-political con- 
cerns coupled with a muted hurri- 
cane season in the Us drove down 
prices further. So, unsurprisingly, 
crude fell from a high of nearly $80 
a barrel to sub-$60 in roughly 5-6 
weeks. According to estimates, there 
was a $10-15 overlay of specula- 
tive and geo-political concerns on 
fundamentally-driven crude prices. 

Sentiment apart, other com- 
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modities such as gold have also 
been witnessing what many com- 
modity experts are calling “the 
crude impact”. In recent times, 
strong cross-linkages of crude oil 
prices with other commodities have 
emerged as crude prices are often 
taken as a proxy for inflation. 
Hence, as crude dipped other com- 
modities followed suit. This is not to 
say that the bull run in commodities 
is over. Only the hot money has 
gone away from it for the moment. 
“The long-term trend line for a sec- 
ular bull run is intact,” says Unupom 
Kausik, Head of Commodities, 
Anagram Comtrade. 

SHALINI 5. DAGAR 


Another Shot in the Arm? 


Ranbaxy may be close to yet another acquisition. 


UST NINE MONTHS INTO THE 
corner room and he's got five 
global purchases to show. But 
Malvinder Mohan Singh, СЕО & 
мр, Ranbaxy Laboratories, is not 
done yet. With a stated-goal of be- 
ing among the world’s top five 
generics companies by 2012 with 
$5 billion in revenues, Singh is rele- 
ntlessly pursuing acquisitions. Says 
| Singh: “We are keen on Europe, 
_ the Us and emerging markets." 
Investment banking circles have 
been rife with speculation of 
Ranbaxy closing in on deals in the 
us and Russia. As per the tittle-tattle, 
Ranbaxy is keen on buying a Us 
mid-sized generics company, 
e 
latter is a $300-million (Rs 1,380- 
crore) company with a range of 


оп the block recently. The us firm 


makes sense for Ranbaxy as around. 


29 per cent of its sales in 2005 
came from the us. In the last one 
year, Novartis, Dr Reddy's and 
Ranbaxy have acquired Hexal, 


52 BUSINESS TODAY OCTOBER 22 2006 





Ranbaxy's Singh: Growing appetite 
betapharm and Terapia at four 
sales, respectively. Going by this, 
might have to shell out 
$900 million-1.2 billion (Rs 4,140 
crore-5,520 crore) for URL/Mutual. 
While Singh seems to have 
spent $400 million he had raised 
from an FCCP issue on the five pur- 
chases, he still has shareholder's 
approval to raise $1.5 billion (Rs . 
6,900 crore) in equity and $1.2 - 
billion in debt. Sources say he could 


be looking at joint bids with private - 


equity players. “Consolidation is 

the way forward in global gener- 

ics. We аге open to any ee 

nity,” says Singh, adding he’s keen 

more on Europe than the us. 
“ARCHNA SHUKLA 





A Spectrum of 
Protests 


GSM and CMDA lobbies have 
gripes with the new 3G recos. 


CARCELY HAD THE TELECOM 

Regulation Regulatory Authority 
of India (TRAD submitted its much- 
awaited recommendations on pric- 
ing and allocation of spectrum for 
3G services to the Department of 
Telecom (DoT) last fortnight than 


BENEFITS OF 3G 

= Far better д of service, 
4 د‎ A 

е, 


= Transaction-based services like 
m-payment, m-ticketing, 
m-signature, gaming/ betting, etc. - 


the war of words between the GSM 
and CDMA lobbies took off. The cel- 
lular operators using GSM technology 
feel the recommendations are 
“rather slanted in favour of CDMA 
and disadvantageous to GSM”, which 
is how the Cellular Operators 
Association of India (COAD, which 
represents the GSM lobby, put it. 
CDMA operators have been 
allocated two carriers of 2x1.25 
MHz each in the 800 MHz band and 
the option of one carrier of 2x5 
MHz in the 450 MHz band. Together 
the GSM and СОМА players have 
been given five carriers of 2x5 MHz 
each in the 2.1 GHz band. For the 
800 MHz band spectrum, as there 
are only two operators in most cir- 
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cles—Reliance and Tata—the spec- 
trum in this band will not be put up 
for bidding but instead will be given 
to the operators at the pro-rata price 
of second highest bid received for 
2.1 GHz band. Those who are allo- 
cated spectrum in 800 MHz and 450 
MHz bands (combined 2x6.25 MHz) 
will not be eligible for applying for 
spectrum in the 2.1 GHz band. But 
those CDMA operators opting out of 
the 450 MHz band will be given 
2x3.75 MHz of spectrum in the 2.1 
MHz band, depending on their bid 
amount. For the GSM operators, 
however, 2x5 MHz of spectrum 
will be given depending on their 
bid amount. 

The coal is of the view that 
immediate allocation of spectrum in 
the 800 MHz band and that too at the 
second-highest bid amount would 
give CDMA operators an unfair first- 
mover advantage and a pricing edge 
as well. The TRA! counters that there 
are only two operators. “Also, the 
spectrum is virtually the same in 
this band and thus it does not make 
much sense to price it very higher 
for 3G than for the 2G,” Rajendra 
Singh, Secretary, TRAI told ВТ. 

COATI’s other gripe is the reser- 
vation of the 450 MHz band spec- 
trum for CDMA operators only, saying 
that this band has superior propa- 
gation characteristics. “It is discrimi- 
natory and incorrect to stipulate that 
450 MHz would be only for CDMA 
operators for 3G,” goes a statement 
put out by T.V. Ramachandran, 
Director General, Coal. Head of 
the CDMA Development Group (CDG) 
India, B. V. Raman, says CDMA op- 
erators will be given *only" 2x1.25 
MHz, which is nowhere in propor- 
tion to the 2x5 MHz in 2.1 GHz 
band for GSM operators. 

The GSM and CDMA lobbies may 
not appear pleased but their biggest 
task going forward is to bid sensibly 
with one eye on recovering the in- 
vestment soon enough, and the other 
on ensuring they aren't left behind. 

SHALEEN AGRAWAL 
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A Step Back 
in Time 


A rollback in FDI in telecom will 
send out the wrong signals. 


VEN AS THE REGULATORS OF THE 
| lien industry were plotting a 
route map to enable cellular players 
to roll out 3G services last fortnight, 
the grapevine in the Capital crackled 
with talk of the government taking 
one step back on reforms in for- 
eign direct investment (FDI). Reports 
indicate that the government isn’t 
averse to drawing back the FDI limit 
to 49 per cent from 74 per cent. 
The trigger is a sticky norm in Press 
Note 5 for the telecom sector stipu- 
lating that the majority of directors 
on the board of a telecom com- 
pany—including the Chairman, MD 
and CEO, Chief Technical Officer 
and Chief Financial Officer— 
should be resident Indian citizens. 

Telecom companies are not 
thrilled as they realised that if 
they do take FDI up to 74 per cent, 
they might have to reckon with a 
host of knotty requirements. 
Remaining at 49 per cent level 
would mean a less complicated life. 
For now, Finance Minister P. 
Chidambaram has extended 
the deadline for complying 
with those conditions by 
three months to December 
31. "We are in favour of 
going back to the earlier 
regime" says T.V. 
Ramachandran, Director- 
General, the Cellular 
Operators Association 
of India (СОА!). For a 
while now, the bogey 
of security has been 
raised in the telecom 
sector and Press Note 
No 5 is pretty tough 
on that. It does not 
allow companies to 
access their networks 
from overseas loca- 
























Darryl Green 


tions. This comes under the purview 
of “remote access” and an opera- 
tor like Hutch or Bharti cannot give 
the go ahead to Nokia or Ericsson to 
maintain or repair its network from 
any part of the world. “Security is an 
aspect of the licence conditions and 
not FDI,” says Ramachandran. 

The other issue concerns the 
telecom deals that were struck after 
the 74 per cent FD! limit. Malaysian 
operator Maxis acquired a 74 per 
cent stake in the C. Sivasankaran- 
owned Aircel, while the balance 26 
per cent is held by Chennai-based 
Apollo Hospitals. Barring Maxis, 
no other foreign operator holds 74 
per cent in any Indian telecom op- 
eration. The requirement relating 
to an Indian resident holding key 
positions also will affect on opera- 
tors like Tata Teleservices (TTSL) 
whose CEO Darryl Green is an 
American. "It's a differ- 
ent thing that an 

Indian, Arun Sarin 
is Vodafone CEO," 


says a telecom 

official wryly. 
KRISHNA 
GOPALAN 
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Outcasts in the 
Dream-shops 


Meagre fees and high attrition 
plague media buying. 


EOPLE PLAYING MUSICAL CHAIRS 
Pi; commonplace in the media 
buying segment of the advertising 
industry. Attrition, at the lower lev- 
els, is estimated at a little over 30 
per cent, and at the top, at least 
half-a-dozen executives change 
agencies every year. It is also an in- 
dustry where a handful of players 
account for almost 85-90 per cent 
of the total business—GroupM 
agencies, for instance, account for al- 
most 35 per cent of the total media 


buying and around 50 per cent of 
the rest goes to Madison, Initiative 
Media, Lodestar Universal, 
Mediacom and Starcom. There are 
at least a dozen more that survive 
on small billings. 

This, however, doesn’t mean 
that the big boys are raking in big 
money. As per accepted practice, 
of the 15 per cent commission that 
agencies get from clients, only 2.5 
per cent goes to media buyers. So, if 
you go by the size of the advertising, 
industry in 2005, estimated at Rs 
14,000 crore, media buying agencies 
would have pocketed roughly Rs 
350 crore in that year. According to 
many in the industry, that figure 
could be even smaller as many agen- 
cies now work for a certain fee, 
which ranges from 1-2 per cent of 


The Postman Knocks 


If you ate the biscuit but didn't become taller, this one's for you. 


‘OU MIGHT HAVE AT SOME POINT 

in time stumbled into Dabur's 
red toothpaste ads which promised 
strong teeth, HLL's radio com- 
mercials for Clinic All Clear Hair 
Fall Defense which promised ‘baal 
gimey ka sawaal bi nahi’, BPCUs ad 
for speed premium petrol which 
showed Narain Karthikeyan 
zooming on the roads, Hyundai's 
Santro ad of a young boy on the 
bonnet of a moving car, or ITC's ad 
of Sunfeast biscuits that showed a 
boy growing taller after eating the 
biscuits. All these ads have been 
discontinued or withdrawn after 
complaints were launched with 
the Advertising Standards Council 
of India (Asc) highlighting the 
fact that they were either false 
or exaggerated claims or simply 
dangerous for vulnerable young 
minds. ASCI's three new ‘post- 
man' ads, created by Leo Burnett, 
are now on air for precisely this 
reason—to make viewers aware 
that they have a right to com- 
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plain against advertisements they 
find vulgar, exaggerated and false 
or dangerous. 

After 21 years of existence, 
the Advertising Standards Council 
of India has decided that it is not 
enough for just advertisers to 
know of the body's existence. 
“The consumer must have a voice 
and be aware that he can com- 
plain," says secretary general 
Gualbert Pereira. 

The ‘postman’ ads, which 
have a postman riding onto the 
screen every time an ad threatens 
to cross the line of decency or 
truth, highlight probable scenar- 
ios which viewers might find 
exaggerated, indecent or untrue. 
“The advertising council’s code 
might be complex to understand 
for some people, but with these 
ads the message has been simpli- 
fied," says Leo Burnett's chair- 
man and ceo Arvind Sharma. 
Knock, Knock... 

SHIVANI LATH 





RAJKUMAR 


Maxus’ Srinivas: Musical chairs 


the total brand spend. “For all the 
human capital that the entire 
industry employs (a majority of old- 
timers in the industry are IIM-alums 
and many others are from other 
leading B-schools), the R&D that 
goes into the business, and for all 
the applications and the imple- 
mentation, the economic value that 
the business creates is way too small 
and uninspiring," says C.V.L. 
Srinivas, Managing Director, 
Maxus, Asia Pacific, a GroupM 
agency. Srinivas recently put in his 
papers without a job in hand. 

Indeed, the annual billings of 
even the top agencies hover between 
Rs 25 and Rs 40 crore. And thanks 
to the proliferation of new media, 
the industry has had to invest a lot 
in evolving tools that help in 
understanding consumer psyche, 
media consumption habits, cost- 
effective ways of reaching 
consumers, and in enhancing returns 
on advertising spends. *This has 
put pressure on profits and a 
majority of agencies are operating 
on 8-10 per cent margins," says an 
industry insider. 

The result is an increasing disil- 
lusionment with the business and, 
hence, high attrition. In the last fort- 
night only, some half-a-dozen 
executives, and these include high- 
profile ones like Debraj Tripathi, 
General Manager, Maxus Delhi, 
Alok Sanwal, Investment Director, 
GroupM, Jasmin Sorabjee, President, 
MediaCom, South Asia and Satyajit 
Sen, Vice President, MediaCom, 
have left their agencies either for a 
different one or with no appoint- 
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ment letter in hand. Then, there are 
many others who have left the 
industry for good, like Meenakshi 
Madhvani and Chintamani Rao. 
*Media agencies have no sense of 
identity. Also, the products or the 
services they deal with belong to 
different owners—the brands belong 
to the clients (advertisers), the ads to 
the creative team and the platforms 
to the media owners," says 
Madhvani, now Managing Partner, 
Spatial Access, a media audit agency. 
Madhvani, who claims to have 
"sparked off the exits" three years 
ago, was the СЕО of Carat India, an 
agency she had launched in 1997. 
Rao, now CEO, India ТУ, quit 
Universal McCann, the media buy- 
ing arm of McCann Erickson, as its 
President last year, for almost the 
same reasons. *Media buying has 
become entirely buying-driven, 
which leads to frustration," he says. 
Are these just stray voices of dis- 
content? Says Sam Balsara, 
Chairman and Managing Director, 
Madison: “Media buying is the most 
important function in the advertis- 
ing business. Yet, the stakeholders 
fail to see the value it brings to the 
table," he says. The common grouse 
in the industry is that media buyers 
are getting a raw deal from clients 
who unjustifiably favour the cre- 
ative function more. “Clients don't 
mind blowing big budgets on mak- 
ing impressive commercials but they 
tend to get stingy when it comes 
to paying media agencies," adds 
Balsara. And lower compensation 
from clients means lower revenues 
and hence lower salaries to emp- 
loyees and lesser investment in R&D. 
"The industry can no longer afford 
to hire people from any of the 
B-schools, let alone the big ones," 
says Srinivas, himself an xi Rr-alum. 
There's little argument about the 
vital role of the media buyer. What's 
needed is a few good women and 
men to cheerlead the profession 

through its rough patch. 
ARCHNA SHUKLA 
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Mini-branch 
Next Door 


ATMs are evolving from 
mere cash dispensers. 


jp LOCAL ATM IS AROUT TO GET 
smarter. Over the next year or 
two, ATMs will do much more than 
just spew cash, churn out balance 
statements or even book airline tick- 
ets. They are likely to morph into 
“mini branches." “ATMs have 
evolved from largely being cash dis- 
pensers to multipurpose machines 
that can handle cheque deposits, 
cash deposits, bill payments, and 
other electronic transactions," says 
Malcolm Collins, Senior УР of 
global АТМ giant NCR's financial 
solutions division. NCR is showcas- 
ing an ATM machine in India that 
accepts cash deposits minus the 
mandatory envelope. The ATM acc- 
epts the cash, counts it and then 
hands out a receipt. 

“We have done pilots with a 
couple of banks, and have devel- 
oped the templates for Rs 50, 100 
and 500 notes. The technology is 
ready to be deployed. Ranks do not 
have to spend a fortune installing 
these new machines as the technol- 
ogy is modular. The consoles can be 
added to existing machines," says 
Deepak Chandnani, Managing 
Director, NCR India. The only 
inhibitor for this technology is the 
poor quality and variants of Indian 
currency in circulation. NCR expects 
to roll out these machines in India 
over the next two years. 

Another technology that is likely 
to be introduced in the first quarter 
of 2007 is cheque truncation at 
ATMS. NCR plans to deploy machines 
that will scan the cheques that are 
being deposited and send their 
images across banking networks for 
clearance, instead of that happening 
physically. The new system will 
ensure quicker clearance along with 








SOUMIK KAR 


reduced costs for banks. NCR is also 
pushing Indian banks to adopt cash 
recycling technologies. *One of the 
big operational costs for banks is 
that cash has to be replenished reg- 
ularly at ATMs. Cash recycling allows 
the ATM to use cash that has been 
deposited by customers at the ATM,” 
says NCR’s Collins. 

Banks, themselves, are keen to 
adopt these new technologies. UTI 
Bank has the highest ratio of ATMs to 
branches in the country (4.5 ATMs to 


NCR's Collins: Milking the ATMs 


every branch). As a result, more 
than 97 per cent of the bank’s trans- 
actions happen on its 2050 ATMs. 
“We are keen to adopt the latest 
ATM technologies. But there are iss- 
ues to be resolved like quality of 
the currency in India which is not 
yet machine readable. Once that’s 
sorted out, we can look at a tech- 
nology like no-envelope cash dep- 
osits,” says Hemant Kaul, President 
(Retail), uri Bank. The number of 
plain cash dispensers in UTIs ATM 
network is ‘negligible.’ “Over the 
next couple of years, we are likely to 
see the adoption of ‘no-envelope’ 
cash deposits and check truncation 
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at ATMs. In time, ATMs are likely to 
become mini-branches with a variety 
of cash and non-cash functions 
being offered," adds Sanjay Sharma, 
advisor (rr), IDBI Bank. 

In addition, NCR also provides 
remote management and diagnostic 
services for ATM networks from its 
remote management centre in 
Mumbai. NCR is also implementing 
technology that enhances ATM 
security. Among other things, ATMs 
will spray staining ink on stored 
currency when breached, thereby, 
rendering the loot worthless. 

There are about 23,000 ATMs 
across the country of which almost 
35-40 per cent are single featured 
cash dispensers. “India is an 
important market for us because 
it’s growing at nearly 30 per cent, 
adding over 6,000 ATMs per year,” 
says NCR’s Collins. The potential 
for growth in the world’s second 
most populous country can be 
gauged from the fact that China 
has nearly 80,000 ATMs and Brazil 
nearly 1,00,000. 

T.V. MAHALINGAM 





Bringing Home 
the Bucks 


Banks queue up for a slice 
of the NRI remittance pie. 


ITH MORE THAN THREE LAKH 

X Indians migrating abroad 
every year, it is hardly surprising 
that India receives the largest in- 
flow of remittances globally. India 
received an estimated $24 billion 
(Rs 1,08,000 crore) last year of 
the worldwide remittance market 
of $240 billion (Rs 10,80,000 
crore). Indian banks are now trying 
to get a slice of the remittance pie 
which has traditionally been dom- 
inated by pure play money transfer 
companies like Western Union 
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Money Transfer. And they're doing 
so via the Internet. *Overall, the 
remittance market is growing at 
15 per cent. The online segment is 
significant and growing," says 
Manish Misra, Head of Remittance 
Products at ICICI Bank. ICICI is 
among the leading players in the 
remittance market in India with a 
20 per cent market share; nearly 
$5 billion (Rs 23,000 crore) flows 
into India through its remittance 
service, money2india. 

For long, non-resident Indians 
(NRIs) have relied on traditional 
money transfer channels to send 
cheques or wire money. But cheque 
clearance can take time (up to four 
weeks) while wire transfers are 
costly, at as much as $40 (Rs 
1,840). Banks like ICICI and HDFC 
Bank have launched online remit- 
tance services that will help NRIs 
send a remittance by just logging on 
to the banks’ websites. Customers 
also have multiple options for 
remitting money such as Real Time 
Gross Settlement (RTGS), demand 
drafts and credit to a Visa Card. 
For example, using the RTGS option, 
a remittance can be directly credited 
to a beneficiary’s account held with 
any of the 23,700 branches of 
banks in the RTGS network within a 
day or two. 

“The online model offers greater 
convenience and transparency than 
traditional modes of money transfer. 
A customer can track the progress of 
the money he sends home. And 
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since he does not have to physi- 
cally go to a brick and mortar out- 
let, it’s convenient,” says Misra. 
What makes online remittance even 
more attractive for NRIs is the fact 
that ICICI offers ‘free’ remittance 
services. Industry watchers say that 
ICICI makes its margins on the 
exchange rates, which are cheaper in 
the inter-bank currency market, 
and on increased volumes. 

To reach out to the NRI popula- 
tion, banks are busy sewing up 
relationships with financial banks 
and houses internationally. These 
include public sector banks (PsBs) 
like Dena Bank which recently tied 
up with UAE Exchange Centre LLC, 
the largest exchange house in the 
Emirates, for a rupee-drawing 
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arrangement. “NRIs in the Gulf can 
now transfer funds by sending rupee 


drafts drawn on UAE Exchange ` 


Centre to 200 branches of Dena 
Bank in India. We expect a growth 
of 15-20 per cent in our NRI busi- 
ness through this tie-up,” says Paresh 
Kumar, General Manager for treas- 
ury and forex at Dena Bank. ICICI 
Bank itself has tied up with foreign 
banks across geographies like Lloyds 
TSB in the UK, and Wells Fargo in the 
us. It has also tied up with exchange 
houses in the Gulf. In addition, PSBs 
like Bank of India are also tying up 
with money transfer service 
providers like Western Union to 
provide wire services to their NRI 
clientele. Gujarat, Andhra Pradesh, 
Kerala and UP receive maximum 
remittances. 

With increasing competition and 
adoption of cheaper models for 
money transfer, two things are likely 
to happen. One, the inflow of 
money through unofficial channels 
like Hatwala and Hundi are likely to 
come down. And secondly, the vol- 
ume of funds from the 20 million 
strong Indian diaspora is likely to go 
only one way—up. 

T.V. MAHALINGAM 





Of Nice 
and Men 


Will an 11-member North Indian 
common economy work? 


RADE OUGHT TO CREATE ITS OWN 

imperatives and its own dia- 
logue. However, politics often plays 
the spoilsport, as is evident from the 
confabulations of the chief minis- 
ters of northern states last fortnight in 
Chandigarh. Presided over by Prime 
Minister, Manmohan Singh and 
Planning Commission chief, Montek 
Singh Ahluwalia, the conclave was 
to paper the way for a regional 
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The Epicentre’s Far Away 


A US hedge fund in free fall sends tremors on Dalal Street. 


EW THINGS CAN BE SCARIER 

than a hedge fund in a free 
fall. Last fortnight, when news 
trickled into Dalal Street that us 
hedge fund Amaranth Advisors 
was going bust, it created a flutter 
on the BSE Sensex. The index 
crashed by nearly 240 points, end- 
ing that day 101 points lower. The 
following day the Sensex in the 
opening session plunged by 137 
points. Amaranth Advisors’ ene- 
rgy-trading desk had lost $5 billion 
(Rs 23,000 crore) courtesy a wrong 


call on the Us energy market, as a 


result of which its assets under 
management halved to $4.5 bil- 
lion (Rs 20,700 crore) overnight. 

Now that’s calamitous but did 
it call for the kind of knee-jerk 
panic that the Sensex witnessed? 
Sure, Amaranth did have an ex- 
posure to India, but a negligible 
one—estimated at $50 million, a 
large chunk of it in the foreign 
currency convertible bonds (ЕС- 
CBs) of Prajay Engineering, which 
have a five-year lock-in. Says 


Rushabh Seth, Managing Director, 


block called NICE, an acronym for 
North Indian Common Economy. 

The states involved include 
Delhi, Haryana, Punjab, Himachal 
Pradesh, Rajasthan, Uttaranchal, 
Uttar Pradesh, Jammu and Kashmir, 
Madhya Pradesh (BJP) and 
Chattisgarh. The Union territory 
of Chandigarh too is a part of the 
conglomerate. 

The idea was originally floated 
by the PHD Chamber of Commerce 
and Industry (PHDCCI) whose mem- 
bership is derived primarily from 
the northern states. “The idea is 
to evolve a minimum common eco- 
nomic agenda for these states. If 
political consensus could be brought 
about at the national level in the 








Karma Capital's Seth: No panic 


Karma Capital Advisors, which at 
one time was an advisor to global 
hedge funds. “Hedge funds going 
bust will not have any impact on 
Indian markets. This is because 
of their minuscule exposure here.” 
Rakshit Sethi, Managing Director, 
Fair Value Capital, an ‘alternative 
investment’ advisor, says a hedge 
fund going bust can in the worst 
case create a “psychological- 
sudden knee-jerk reaction on the 
Indian exchanges. B 


MAHESH NAYAK 


Common Minimum Programme 
of the present government, surely 
the same can be done at the 
regional level," says Sushma Berlia, 
President, PHDCCI. 

However, the difficulties were 
immediately apparent as chief min- 
isters from five out of the 10 states 
stayed away. Prominent among the 
absentees were the non-Congress 
chief ministers of Uttar Pradesh and 
Rajasthan. Of course, they sent their 
teams. And ironically enough the 
perennial issue of water supply to 
Sonia Vihar treatment plant in Delhi 
erupted almost simultaneously high- 
lighting the fractious water and 
power sharing agreements between 
some of these states. 


[amem m vem 
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Delhi chief minister Sheila Dixit 
was sufficiently exasperated to say, 
“This (Sonia Vihar project) is an 
agreement which has been reiterated 
time and again. We are entitled to it 
and we have paid for it. To with- 
draw water at any point for merely 
political whims is not justified." 
However, Dixit is hopeful that it is 
exactly issues such as common 
facilities which can be ironed out 
with the development of NICE. “It is 
certainly an idea whose time has 
come," she says. 

The evolution of a common 
economic platform on the lines the 
European Union is expected to yield 
significant economic dividends. 
According to PHD estimates, if efforts 
at integration are pursued the state 
domestic product of the entire con- 
glomerate may well increase by 1.5- 
2.0 per cent. On the agenda is 
removal of barriers to inter-state 
trade, efforts towards power and 








water sufficiency and drafting an 
integrated action plan for e-gover- 
nance. Taskforces set up by the 
industry chamber have already given 
specific recommendations in each of 
these three areas. 

Currently, North India accounts 
for 38 per cent of the country's 
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population and is the breadbasket of 
the country, but in terms of its con- 
tribution to industrial output it is a 
low 30 per cent. “I just hope it (the 
NICE idea) works. Seamless trans- 
fer of goods, services and people 
is always beneficial,” says Rajiv 
Kumar, Director and Chief 
Executive of the Indian Council for 
Research on International Economic 
Relations. Some of the scepticism 
stems from the diverse fiscal and 
tax policies that different states have 
been following in a bid to attract 
investments. However, as the Prime 
Minister recently pointed out, the 
road to prosperity is not paved with 
competitive populism. Singh warned 
state governments that the tax 
breaks and shelters that have 
perversely been facilitating devel- 
opment of backward regions are 
unsustainable. NICE sounds nicer 
against such a backdrop. 
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Stitch in 
Time 


VF Corp will offer more than 
Lee and Wrangler. 


N THE $4.5-BILLION (RS 20,700 crore) 
branded apparel market, small is 
king, with lesser known names oc- 
cupying a lion's share of the indus- 
try and global names such as the 
world's largest vendor, vF Corp, 
struggling to make an impact. The 
Greensboro, North-Carolina-based 
company, has been a bit player in 
this sector, registering revenues of 
$40 million (Rs 184 crore), across 
its brands, including denim offerings 
such as Lee and Wrangler and more 
recently the leisure wear label 
Nautica and Kipling. *We are just 
beginning our growth in India and 
we believe that there's massive mar- 
ket for our products," says Eric C. 
Wiseman, President and coo for 
the $7-billion (Rs 32,200-crore) vr 
Corporation. In September this year, 
VF signed its first joint venture deal 
globally, when it inked a $33 mil- 
lion (Rs 151.8 crore) deal for a 60 
per cent stake in Arvind Fashions, 
an Arvind Mills company. While 
the company has been in India for 
years with its denim and casual 
clothing lines, Wiseman believes 
that this deal *cements" the com- 
pany's focus on the international 
and specifically the Indian market. 
“We want to aggressively grow 
the contribution of our interna- 
tional operations every year and 
while we already have a quarter of 
our sales from overseas markets 
such as India we believe that this 
can grow to 30 per cent or more 
over the next couple of years," he 
says. While vr sells five of its brands 
in the Indian market, the 49-year- 
old Wiseman believes that there is 
scope for many more offerings 
from its 50-brand basket. “We have 
just launched two of our brands in 
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VF Corp's Wiseman: Bullish 


India (Nautica and Kipling), so we 
would like to see how they scale up 
first and then, yes, we believe there 
is scope for many more of our 
brands," he argues. VF Corp, how- 
ever, can expect some intense com- 
petition in the casual and denim 
wear market, with the iconic denim 
wear label, Levis Strauss, stepping 
up its presence in India, launching 
its Signature mid-market label and 
homegrown names such as the KG 
Denim Group (with Trigger) and 
Kewal Kiran (Killer) too sprucing 
up their product line over the last 
few months. *This is an industry 
that is growing at around 20 per 
cent annually, so it's inevitable that 
there is a lot of jostling," says 
Wiseman, adding that vr itself 
would consider acquiring a local 
brand if a viable opportunity arose. 
“ve Corp has been built through 
a series of acquisitions so we are 
open to doing the same here," 
he explains. 

Despite VF's bullishness on the 
Indian market, executives are quick 
to point out a couple of hurdles 
that could give apparel makers and 
retailers (who sell their products) a 
headache in future. “Prime retail 
real estate rates have appreciated 
200-400 per cent in the last couple 
of years, so just finding an afford- 


wvava4 5 хуа 


able store front can be a problem," 
says Darshan Mehta, CEO of Arvind 
Fashions. That aside, counterfeiting 
of ve’s popular labels remains a 
bugbear, despite Wiseman's attempt 
to brush it off. *Counterfeiting has 
become a back-handed compliment 
for us... but we are determined to 
stamp it out," he says. 

RAHUL SACHITANAND 


Wind in 
the Willow 


Cricket's back, which means 
Sony might well be too. 


TARTING OCTOBER, IT I5 GOING TO 

be cricket all the way on the 
tube. And unlike the past one year, 
most of the events lined up between 
October and December 2007 are 
high profile; hence an expectation of 
huge viewership and, thus, immense 
interest from advertisers. Cricket 
accounts for more than 90 per cent 
of the total sports viewership and ad 
spends. In 2005, sports accounted 
for 8 per cent of the total televi- 
sion viewership and its share in the 
TV ad pie was 9 per cent; corre- 
sponding figures for 2004 were 9 
per cent and 10 per cent. Between 
October 2006 and 2007, the share 
of viewership and advertising is 
likely to go up to 10 per cent and 11 
per cent, respectively, thanks to the 
exciting events lined up. 

SET MAX, the sports and 
movies channel of Sony Enter- 
tainment Television (SET) that has 
the rights for icc Champions 
Trophy and World Cup 2007, for 
instance, claims to have already 
closed in sponsorship deals worth Rs 
300 crore and expects to net around 
Rs 550-600 crore from the two 
series. *Between the two events, 
we expect to double our revenues 
over the last time," says Rohit 





EG RTE 


Use your MasterCard Platinum Card, 
Titanium Card or Gold Card and 
enjoy exclusive access* to premium 
airport lounges across India. 


MasterC 
СУ U 


MasterCard 


there are some things money can't buy, 


for everything else there’s MasterCard. 


Y, Mumbai, Kolkata, Chennai and Cochin • To know more about other MasterCard privileges you can enjoy, visit www.mastercardmoments.com 





FeSO = о зоры 


EE yc, op i KAFA ey OR MMI ar ЕРИН 


Desi Diesel 
Coming, a small car from 
an AP machine tool maker. 


LOCAL MACHINE TOOL-MAKER 
A tather than the much-touted 
Volkswagen and BMW could end up 
giving Andhra its first locally made 
car—an entry-level diesel car. “In 
size it will be between the Indica 
and Santro and will be priced a little 
less than Indica,” says M. Lokeswara 
Rao, Managing Director, Lokesh 
Machines. For the project, he has 
incorporated a separate company, 
MLR Motors (MLR stands for 
Mullapudi Lokeswara Rao) with 
former Hyundai Motor India pres- 
ident B.V.R. Subbu as its Chairman. 
“Subbu knows about cars, is a mar- 
keting wizard and will build his 
team; I will focus on Lokesh 
Machines, which will be the ancil- 
lary to this company,” adds Rao. 
The total project cost is estimated at 
Rs 1,200-1,400 crore (equally 
divided between MLR and Lokesh 
Machines) and is to be located close 
to Hyderabad. Rao says 50 per 
cent of the project cost has been 
tied up. Funding will be via a mix 
of contributions from promoters, 
loans. MLR has the IPR rights to 
make the car from a “reputed 
European car-maker.” Rao, who 
along with Subbu is just back from 
Germany, says the company is now 
in talks with design houses. 


Lokesh Machine's Rao: Fast gear 


Rudra's Killer App 


Software claims to slay the virus before it gets into your PC. 


КЕЕ Md dis 
the files on your PC and then 
demands a ransom for unlocking _ 


them. You're better off just imag- — agation 
ining—many users in the West ac- be 


tually woke up one fine day with 
their PCs flashing ransom notes of 


a few hundred dollars. Players like’ t 


Symantec, McAfee, AVG and 


So phos, who make up the global | 
$8 billion (Rs 36,800 crore) anti-  : 
virus market, have been pulling - 


out all stops to deal with such at- - 


tacks. But success has been lim- _ 
ited. That's because “the anti-virus 
software available today is reac- w 
tive rather than proactive," says 


N.S. Basker, Managing Director, 
Rudra Technologies, a Chennai- 


based maker of anti-virus software. 
This means there is always a lag be- 


tween the time a virus is identi- - 


fied and before an anti-virus soft- 


ware patch can be designed; in be- 


tween millions of PCs are disabled. — 


All anti-virus technologies are 


either signature based or heuris- í 


tic—and 


Incorporated in 1983 with 10 
employees, Lokesh Machines is a 
listed company that in the last fiscal 
posted a net profit of Rs 8 crore 
on net sales of close to Rs 80 crore. 
The reason for opting for the auto 
project now, according to Rao, is 
that in the last five years, not only 
has the Hyderabad-based Lokesh 
Machines increased its machine tool 
supplies to auto-makers in the coun- 
try, it has also cemented relation- 





; deii and just MARE. 


stroys the malware before it gets 


embedded inside. Therefore, it 
needs no upgrades and is not con- 


cerned about virus identifications. 
spect is deris 





this project I am creating a new and 
major customer for Lokesh,” says 
the 60-year-old Rao, a former HMT 
employee (he had joined HMT in 
1967 and left it in 1975). 

State government officials say 
they are in discussions with the com- 
pany. Rao says a project like this 
would take two years to get to pro- 
duction once construction work 
begins. For a state that couldn’t 


make headway with the much-hyped 


Volkswagen car project—it got der- 
ailed following an alleged financial 
scandal involving Volkswagen’s 
India representative—Rao might 
just be able to show how it’s done. 

E. KUMAR SHARMA 


> ships with auto ancillary units (it 
= supplies CNC or Computer 
= Numerical Control machines to 
* them). Today, 40 per cent of its 
* turnover comes from the Mahindra 
6 group and Ashok Leyland. “With 
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Gupta, Executive Vice President, 
Ad Sales, Revenue Management, 
Digital and Licensing, SET. 
Remarkably, the World Cup is good 
five months away, yet SET has closed 
in deals for presenting and associate 
sponsors. While Reliance and Nokia 
will be the presenting sponsors for 
both the Champions Trophy and 
the World Cup, Pepsi, Hero Honda, 
LG, Videocon, the A.V. Birla Group 
and Maruti will be the associate 
sponsors for the events. In addi- 
tion, HP and ITC will be associate 
sponsors for the Champions Trophy 
and the World Cup, respectively. 
Put together, these advertisers are 
supposed to have already bought 
some 4$ per cent of SET's inven- 
tory, which is some 150-165 ad 
spots of 30 seconds each. *We have 
sold out the entire inventory for 
the Champions Trophy, whereas 
for the World Cup, 55 per cent of 
the inventory has already been 


sold," says Gupta. 

Gupta could be exaggerating 
some bit because media buyers es- 
timate that Rs 600-650 crore is all 
that all the cricket series between 
October and December next year 
will get. Says Sunder Raman, 
Managing Director, Mindshare: 
“SET’s two series are, indeed, most 
glitzy, but others are also quite high- 
profile." Here is a roster of some of 
the big ones in the offing: 
Champions Trophy in October on 
SET MAX, India vs South Africa in 
November on ESPN-STAR Sports, Sri 
Lanka coming to India in January- 
February, 2007 on Neo Sports, 
World Cup in March-April on SET 
MAX, India vs Bangladesh in April 
on ESPN-STAR Sports, India playing 
England in June-]uly on ESPN-STAR 
Sports, India hosting Australia in 
September on Neo Sports, 20:20 
World Cup in September, for which 


the broadcaster has yet to be 


FLORSHEIM 








decided, India vs Pakist in 


November on Neo and India play 


ing Australia in December-January 
on ESPN-STAR Sports. According t 
advertisers, the going rates 

10-second spot, as of now, are R 
1.2-1.5 lakh. Zee Sports and Ter 


Sports might miss out on the cricket 


though, has tel 


frenzy; the former, 
evision, radio and internet right 


matches plaved in no 


for BCCI 
territories. It is happy days ahead fo: 
cricket broadcasters. 
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Bring Out the 
Fireworks 


Bumper earnings will add more 
sparkle to the festive season. 


UST WHEN YOU THOUGHT IT WAS 
no longer safe to buy into Indian 
equity, Dalal Street was over- 
whelmed by a groundswell of good 
tidings last fortnight. Interest rates 
softened, as did crude oil prices 
and—best of all—India Inc appears 
set to show impressive report cards 
for the second quarter ended 
September 30. Reason for that 
optimism? A massive surge in 
advance tax payments by major 
Indian companies in vital sectors 
such as cement, metals, oil and 
banking. According to the data 
available for 22 large-cap compa- 
nies, the advance tax payment for 
the September 2006 quarter has 
shown a jump of 68 per cent to Rs 
4,316 crore, compared to Rs 2,576 
crore in the corresponding period of 
the previous year. “The advance 
tax payment figures of major Indian 
companies are an indicator that the 
second quarter will be a bumper 
one. On an average we expect India 
Inc to report a growth of 33 per 
cent for the first half,” says Tarun 
Sisodia, Director (Institutional 
Business), Anand Rathi Securites. 
The cement sector promises the 
most on the earnings front, with 
ACC reporting a rise of 2,400 per 
cent in its advance tax payment, at 
Rs 125 crore and Gujarat Ambuja 
Cements’ tax payment up by 500 
per cent, at Rs 120 crore. Even the 
state-run oil marketing companies 
appear set to join the quarterly party 
this time round. Indian Oil 
Corporation and Bharat Petroleum 
made advance payments of Rs 211.7 
crore and Rs 105 crore, respec- 
tively. These oil companies had not 
made any advance tax payment for 
the quarter ended September 2005. 
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"The biggest surprise this quar- 
ter will be in the banking and 
financial space," says Sisodia. 
"Unlike the previous quarter, the 
net interest income margin will imp- 
rove on account of passing of costs 
to the customers as well as profits 
from the investment portfolio due 
to falling interest rates." Within the 
banking and financial pack, the 
advance tax payments of ICICI Bank, 
Union Bank, State Bank of India, 
Bank of Baroda, HDFC Bank and 


COMPANY 


HDFC have risen in the range of 24 
per cent to 80 per cent. Sisodia also 
expects sectors such as hotels, IT 
services, pharma, and metals to im- 
press. Reliance Industries, Hindustan 
Lever, Tata Motors, Hindalco, 
Grasim Industries, Larsen & 
Toubro; Siemens and Glaxo, which 
account for 21 per cent of the total 
weightage of the broader S&P CNX 
Nifty, are reported to have paid an 


advance tax of Rs 1,161 crore, up 
65 per cent over the previous year. 

Interestingly, the Rs 22,587 
crore of corporate tax collected in 
the first five months (April-August) 
of the current year constitutes 17 
per cent of the budgeted corporate 
tax of Rs 1,33,000 crore for 2006- 
07. This indicates that the third and 
fourth quarters could be even more 
buoyant than the first two. Says 
Gurunath Mudlapur, Managing 
Director, Atherstone Institute of 





Research: “If oil prices and interest 
rates stabilise at these levels, 1 don’t 
see any reason for the growth 
momentum of India Inc to slow 
down. If corporates can deliver an 
impressive performance in what is 
often the leanest quarter, then the 
third and fourth should be even 
better.” For the full year, Mudlapur 
expects the market to post a profit 


_growth of 30-35 per cent, and the 
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Sensex an appreciation of 25-30 
per cent to an EPS of Rs 667-695. 
At the time of writing, the 
Sensex was in striking distance of its 
lifetime high of 12,671. But a few 
voices of moderation can still be 
heard. One fear is that, contrary to 
past trends, growth momentum in 
the second half may actually slow 
down thanks to a large base effect as 
well as the appreciation of the rupee, 
which will impact export earnings. 
"The Sensex is not cheap, quoting at 
a forward price-earning multiple 
(PE) of 18 times; a correction is long 
overdue," says Prateek Agarwal, 
Vice President & Head (Equities), 
ABN AMRO Asset Management 
Company. With the earnings and 
festive season set to coincide in style 
‘in the days ahead, that correction 
won't happen in a hurry. 
MAHESH NAYAK 





Tune in But 
Don't Drop Out 


Can niche FM channels 
bring back the radio star? 


IDEO KILLED THE RADIO STAR," 
coud The Buggles in 1979. 
When мту launched in August 
1981, this was the first video to be 
aired. That was then. Welcome to 
the rebirth of radio. Across India, 
the airwaves are getting jammed 
with new FM channels launched 
almost by the day. With nearly 
150 players already having licences, 
and more vying to tune into the 
segment, choices for listeners in 
the FM radio segment are set to 
explode. Ramanujam Sridhar, a 
media and communication spe- 
cialist, says that the action has just 
started. “However, the influx of 
a large number of players has 
meant there is a lot of noise and 

clutter with channels finding it dif- 
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Rolling Up the Sle 


A Trupur esed appare em eal take on те giants. 


HINK MEN'S BRANDED APPAREL 


wear, and the first names that | 


come to mind would be brands 


like Van Heusen, Arrow and Park 
Avenue. Royal Classic Mills | 
wouldn't ring а bell, It soon тау, 


though. Based in Tirupur—the 
town in Tamil Nadu famous for its 
knitwear exports—the Rs 225- 
crore Royal Classic Mills is try- 
ing to emerge as a national player 
through its brands Classic Polo 
and Smash. Says Executive 
Director R. Sivaram: *Like most 
players based out of Tirupur we 
started out in 1991 as knitwear 
exporters to international players 
like Hanes, GAP, Grigio, and 
Kitaro. Exports contribute around 
Rs 125 crore to our turnover." — 

To improve margins, Royal 
Classic decided to venture into 


branded apparel retailing in 2001. _ 


In February 2001, the company 


launched Classic Polo initially in mius 


the tee-shirt segment. Today, it 
has expanded its portfolio of 
offerings to include shirts and 
trousers; sports apparel has just 
been launched under the same 
brand, and denim wear is on the 


ficult to distinguish them from the 
pack," he adds. 

Bangalore, for instance, had 
four FM channels till recently: 
Rainbow (run by AIR), City (Music 
Broadcast Ltd), Mirchi (Times 
Group) and One (Mid Day 
Group). Rajeev Chandrasekhar's 
Jupiter Capital Venture launched 
its Radio Indigo in the third week 
of September. Is there room for 
all these players? 

Sanjay Prabhu, coo of Radio 
Indigo, says: *If New York City 
can have 400 radio channels, then 
Bangalore can have at least 40. I 
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Royal Classic's Sivaram: On he po 


anvil. Classic Polo alone isa Rs 35 
crore brand at ex-factory prices. 
The company currently has 23 
exclusive outlets and sells through 
another 1,200 multi-brand out- 
lets across the тү AUN. 





*Rs 15-20 crore үне 
Sivaram. “Our йн ds to 
emerge as a in the 
branded apparel wear segment 
across the country," he adds. 

VENKATESHA BABU 


am not saying all of them will 
succeed but there is definitely room 
for several players." 

While other channels have 
gone in for *mass' appeal, Indigo 
has decided to become a focussed, 
niche one. Radio Indigo will focus 
on contemporary international 
music and target English music 
afficionados by playing a wide 
range of genres like pop, classic 
rock, hip hop, jazz, and world 
music. Prabhu says that this is pos- 
sible only in a cosmopolitan city 
like Bangalore. “With our usp 
being English music and targeted 
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Radio Indigo's Prabhu: Focus on niche 


towards Sec A and B section of 
populace, we will be present only 
in Bangalore and Goa." 

А strategy which Sridhar con- 
curs with. Me-too players will find 
it tough to survive and each will 
have to develop its own brand- 
ing, image, content and pos- 
itioning. “Tune into any station 
today, it is the same hits being 
played across channels. People 
tend to switch stations and there is 
very little stickiness. Loyalty 
around individual radio jockeys is 
temporary, as they tend to jump a 
lot," adds Sridhar. 

While mass-market channels 
will have their own strengths, there 
are only so many channels that 
can survive in an environment 
where advertising is the only rev- 
enue stream. Jupiter Capital 
through subsidiary Indigo 
Entertainment, however, has sub- 
stantial plans not just in radio but 
the general entertainment and 
music industry. It has been capi- 
talised with an outlay of Rs 100 
crore and plans to get into events, 
music labels and even movie 
financing. *We will totally invest 
Rs 29 crore for Radio Indigo. We 
are currently examining suitable 
movie scripts for funding. The 
music label will also be shortly 
launched. We will also get into 
coffee table books. Right now the 
focus is on getting Radio Indigo off 
to a solid start," says Prabhu. Tune 
in or be left out. 

VENKATESHA BABU 
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High Cost of 
the Magic Pill 


Big R&D spends of pharma 
firms may not be enough. 


2005, THE WORLD'S 15 BIG PHARMA 

iants—including names such as 
Pfizer, GSK, Merck, Roche and 
Novartis—spent a little under $57 
billion (Rs 2,56,500 crore) on 
research & development (R&D), a 
marginal rise over 2004's $55.65 
billion. Back home, for the year 
ended March 2006, the R&D expen- 
diture of India's top 15 drug majors 
shot up by 28 per cent. The absolute 
numbers are, of course, modest: Rs 
1,936.5 crore in 2005-06 as against 
Rs 1,509 crore in the previous year. 

In value terms, Ranbaxy and Dr 
Reddy's Labs lead the way. Ranbaxy 
topped the list with an R&D expen- 
diture of around Rs 639.4 crore for 
the year ended December 2005 
against the previous year's figure of 
Rs 400 crore. As a percentage of 
sales, Ranbaxy's research spend al- 
most doubled from 9.3 in 2004 to 
17.8 per cent last year. Other lead- 
ing R&D spenders include Dr 
Reddy's (Rs 254 crore last year, 
though lower than the pervious 
year's Rs 298 crore), Sun Pharma 
(Rs 161.5 crore), Cipla (Rs 155.4 
crore), Cadila Healthcare (Rs 119 


А HEAVY DOSE OF RESEARCH EXPENDITURE 


crore), Lupin (Rs 108 crore) and 
Nicholas Piramal (Rs 91 crore). In 
terms of R&D spend as a percentage 
of sales, Dishman Pharma was the 
most impressive, with that figure 
leaping from 2.5 to 11.2. 

“It’s a high risk high return 
game, which can make or break a 
company. A failure of a molecule has 
huge impact on the bottomline, and 
thereby on the stock price of a com- 
pany," says Kashyap Pujara, 
Associate Vice President, Sushil 
Finance Consultants. That's why a 
few research-driven companies are 
hiving off their R&D activities into a 
separate unit. Recently Sun 
Pharmaceutical announced such a 
demerger of its drug discovery and 
novel drug delivery unit. Dr Reddy's 
Labs has also roped in ICICI Venture 
to support risk and litigation-rid- 
den drug research initiatives. The 
market grapevine also suggests that 
Ranbaxy could go in for an arrange- 
ment on similar lines. Indian pharma 
firms may lack the financial mus- 
cle power of a Pfizer or a Merck 
(Pfizer spent $7.44 billion, Rs 334.8 
crore on R&D last year), but they 
still need to spend much more on 
R&D, the low-cost India advantage 
notwithstanding. The top 15 global 
pharma behemoths spend 14-15 
per cent of sales on R&D every 
year—on total sales of roughly 
$300 billion! 

MAHESH NAYAK 
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Print, Scan, Copy 

Do more with the 
All-in-One by printing, 
scanning and copying wilh 
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Get a free” Print, Scan, Copy 
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ID and speaker) or through memory card slots, and 
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AUTO's BIG 


Car companies in India have lined up more than 
Rs 30,000 crore in investment. The money will not 
just double capacity in the industry, but 
make it vastly more global. «ux mrrra 


T'S THE FIRST TIME MARUTI UDYOG (MUL) HAS 

allowed any journalist onto the shopfloor of its 

brand new facility at Manesar near Gurgaon 

and, obviously, its Managing Director Jagdish 

Khattar is keen to get an endorsement of the 

work being done here. *Don't you like it?" he 
asks, never meaning it as a question. It’s easy to say yes. 
It's a late September afternoon and the humidity inside 
the plant is killing (you can see construction workers still 
trying to finish the ducting for the plant), but to the eye, 
Suzuki's newest investment in India looks beautiful. The 
main assembly line is bathed in natural light as workers 
start assembling the first batch of Swifts that have 
started to roll off the line. Tens of red, silver and grey 
Swift cars roll on hangers on the shop roof, seem- 
ingly flying from chassis assembly point to the final 
assembly line. And compared to MUL’s first but much 
older plant in Gurgaon, the 600-acre Manesar facility 
has vastly more breathing space, both inside and outside. 
Ask Khattar why MUL decided to get the assembly 
going, although the plant is still under construction, and 
he tells you matter-of-factly: “It is because we can 
claim depreciation for the half year,” he says, pausing 
to add for effect, “and that’s a Rs 100 crore saving. 
When work starts here full steam in a couple of years, 
producing 300,000 cars a year, it will be the best 
plant in the country.” The Rs 4,000-crore Manesar 
plant (with Rs 1,500 crore already invested), which will 
not just assemble Swift cars, but fit them with diesel 
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engines from an adjoining Rs 2,500-crore facility, is 
Suzuki’s attempt to ensure its continued dominance in 
a passenger car market it has ruled for the last 23 years. 
MUL already churns out 600,000 cars a year, and when 
Manesar kicks in, the capacity will soar to 900,000. 
Approximately 1,800 km south from where Khattar 
stands, another ambitious and fierce automotive war- 
rior is plotting similar moves. A man called H.S. 
Lheem is so busy that he barely has time to breath. Yet, 
he has kindly offered to give this reporter a guided tour 
of the expansion happening at his 10-year-old facility 
in Errungattukottai near Chennai. There are JCB ex- 
cavators and cement mixers all over the place, and hun- 
dreds of workers in hard hats are trying to put up a 
huge new car factory in record time. “It’s not easy mak- 
ing a factory,” says Lheem, Hyundai Motor India’s 
(HMIL) CEO of six months. “But what to do, I need the 
cars that the new factory will make,” he says in per- 
fectly good English. Lheem needs cars and he needs 
them fast. He's got an export order of 25,000 cars, but 
“I just don't have the capacity,” he says almost in 


"When work starts here full steam 
in a couple of years, producing 
300,000 cars a year, it will be the 
best plant in the country" 
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despair. *Thank God, I have the garden," he suddenly 
says, referring to a small bit of the plant that has been 
converted into a tranquil farmhouse, where India's #3 
carmaker rears poultry and pigs alongside Korean veg- 
etables for the Korean canteen. 

India's automotive CEOs had better keep their yoga 
books and squeeze balls handy. In what could be 
industry's most competitive phase yet, vehicle manu- 
facturers have lined up massive investments to boost ca- 
pacities. Apart from MUL’s Rs 9,000-crore and Hyundai's 
Rs 5,000-crore investments, home-grown giant Tata 
Motors has put together a war chest of Rs 10,000 crore 
to do everything from developing new passenger car and 
commercial vehicle platforms to launch an ultra low-cost 
car, billed the Rs 1-lakh car, which, if successful, could 
single-handedly change the face of the industry. Honda 
Motor is plonking down Rs 1,000 crore to increase its 
low capacity of 50,000 units a year to 150,000 by 
2008, and the plans may include a small car; General 
Motors (GM) is also investing Rs 1,400 crore, mainly in 
the building of a new plant and the launch of a small car, 
the Spark, that could increase the troubled automotive 
behemoth's market share in India from an insignificant 
3 per cent to something more respectable; Ford too, 
which has hit a sweet-spot with its sedan Fiesta, has a 
modest capex plan of Rs 400 crore, aimed at debottle- 


"Any further increases, especially the 
one to 150,000, would mean that we 
will have to think of a volume car” 


SVASIS IHSWuVIdVS 


INVESTMENTS UNPLUGGED 


By 2010, the demand for cars is expected to 


almost double to 2 million a year. No wonder 
manufacturers are racing to boost capacities 





PROPOSED INVESTMENT: 
Rs 10,000 crore 
REASON: Build new platforms for passenger cars, 
commercial vehicles and launch the ultra-small 
“Rs 1-lakh car”. Develop all-new engines for the three platforms, including 
common rail diesel engine. Possibly start a joint venture with Fiat to develop 
the Ranjangaon facility as a two-lakh-car-a-year facility. Upgrade exist- 
ing range of commercial vehicles. 

CAPACITY BY 2010: Approx. 5 lakh a year for passenger cars, 2.5 lakh for the 
ultra-small car and 4 lakh a year for commercial vehicles. 

WHAT'S AT STAKE? Tata Motors has a little over 16 per cent of the passenger 
car market, but its position will come under threat once Maruti launches 
its diese! Swift. Also, compared to its global rivals, Tata Motors has 
limited access to technology. Hence, the Fiat tie-up. 
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PROPOSED INVESTMENT*: 

Rs 9,000 crore 

REASON: Upgrade the 5.5-lakh-a-year Gurgaon plant, set ир 
a diesel engine plant at Manesar (near Gurgaon) and 
increase capacity at Manesar from 1 lakh to 3 lakh cars a year. 
CAPACITY BY 2010: Approx. 10 lakh a year 

WHAT'S AT STAKE? MUL is the market leader with 44.25 per cent share, but 
globally its parent Suzuki is a small player compared to Toyota and 
Honda. India fetches 12 per cent of Suzuki's global revenues. 

*Does not include a proposed Rs 2,500-crore investment in “outsourced manufacturing" for Nissan 








PROPOSED INVESTMENT: 

Rs 5,000 crore 

REASON: Set up a second manufacturing plant beside | 
the existing plant to double capacity to 600,000 units 

a year. Also develop a new small engine plant. 

CAPACITY BY 2010: 6 lakh a year 

WHATS AT STAKE? It's right behind #2 Tata Motors, although it ranks #6 

globally. India's largest car exporter (in terms of value), HMIL doesn't have 

a global manufacturing footprint unlike Toyota, and half of its production 

by 2008 will be exported. By 2010, Hyundai wants to be #5 globally. 


“m Mahindra & Mahindra 
PROPOSED INVESTMENT: 
Rs 1,000 crore 
REASON: Expand capacity at the Nashik facility for production of Renault 
sedan, Logan, and increase production of its own SUV, Scorpio. Develop 
an all-new multi-purpose vehicle, Ingenio, by mid-2007. 


aD 


CAPACITY BY 2010: Approx. 2.5 lakh a year 

WHAT'S AT STAKE? Like Tata Motors, M&M needs 
access to technology, and the Renault tie-up will 
take care of that to an extent. It already exports the 
Scorpio to South Africa, Uruguay and Europe, but 
will remain a niche player. It has a current domestic 
market share of 6.38 per cent. 





ONCE AGAIN 
Th k Y THE WORLD'S MOST 
d П O U ES AWARDED AIRLINE 
We couldn't have come 
this far without you. 


World's Best Airline 
(17th consecutive year) 


N ‘Tr 


World's Best 
International Airline 
(10th consecutive year) 


Best Airline 


(14th consecutive year) 


Best First, Business and 


Economy Class 


Best Frequent Flyer Programme 


Hall of Fame 2005 


(4th consecutive year) 


Most Preferred Airline 


(5th consecutive year) 
Best First and Business Class 


jest Frequent Flyer Programm 


singaporeair.com 


SINGAPORE 
AIRLINES 





= 5h ae lina se 


bt cover story 


TERTG oS Pe se — Pee МАЕ! Жа түл ee = ады ia te ee аш 
| 
| 


necking its plant in Chennai; Mahindra & Mahindra 
(M&M), the tractor-to-sUV major, has tied up with 
Carlos Ghosn-led Renault-Nissan to launch a sedan, 
Logan, by mid-2007. Finally, Toyota Motors, which, 
in keeping with its quiet style, hasn't yet disclosed its in- 
vestment plans, has a stated objective of capturing a 10 
per cent share of the car market. If no one's laughing 
at Toyota's bid to increase market share five-fold (yes, 
its current share is a modest 2 per cent), it's because, 
well, we are talking of Toyota here. The Japanese gi- 
ant has gone from being a nobody to, pretty soon, the 
world's biggest vehicle manufacturer. 


Shifting Gears 
Do the numbers, and the industry's investment fig- 
ures tot up to more than Rs 30,000 crore. That's not too 
much less than the investment already sunk into the 
industry over the years, but it's significant for what it will 
do to the industry capacity: it's simply going to double 
it. Why are car majors falling over each other to make 
the investments? Blame it on the market boom. Even as 
recently as five years ago, annual vehicle sales in India 
added up to a modest seven lakh a year. Last year, that 
figure stood at 11 lakh, of which cars accounted for 80 
per cent, representing a two-fold growth in that time. 
This financial year, car sales are expected to surge 10- 
15 per cent, and by 2010, the size is projected to dou- 
ble to 2 million. Seconds a Scotiabank report on the in- 
dustry: “Rising incomes and rapid growth in the 20-64- 
year-old age group suggest that car sales in India could 
double to 2. million units by the end of the decade." 
That puts India in sharp contrast to developed mar- 





“Our Chairman came to India and 
he announced that we have to get a 
10 per cent market share by 2010" 





INVESTMENTS UNPLUGGED 
T» General Motors India 
| PROPOSED INVESTMENT: 
Rs 1,380 crore 
REASON: Set up a new, 1.4-lakh-a-year manufacturing facility at Talegaon 
near Pune, primarily for the small car, Spark. Increase capacity of 
existing facility at Halol (Gujarat) to 85,000 units a year from 50,000. 
| CAPACITY BY 2010: 2.25 lakh a year 
| WHAT'S AT STAKE? The global #1 company is precariously positioned. 
In India it has just 3 per cent share, but the launch of Spark next year 
may increase its share significantly. GM is reportedly considering an 
, alliance with Renault-Nissan globally, but its India fortunes will perhaps 
| be tied to the developments at Detroit. 
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PROPOSED INVESTMENT: 

Rs 920 crore 

REASON: Increase capacity from 60,000 to 100,000 units by 2008, 
| and then to 150,000 by 2010. Launch a small car. 

|. CAPACITY BY 2010: 1.5 lakh a year 

WHAT'S AT STAKE? It has less than 5 per cent share of the Indian car 
market, although it ranks #9 globally. But given that Honda is best- 
known for its fuel-efficient engines, it may be sitting in a sweet spot. 
A small car is what Honda needs in India. 





PROPOSED INVESTMENT: 

Rs 345 crore 

REASON: Increase production to 100,000 units a year from 50,000 currently. 
CAPACITY BY 2010: Approx. 1.5 lakh a year 

WHAT'S AT STAKE? Like GM, Ford is in bad shape in the US. However, 
its international ventures are profitable, and Ford has been more 
willing to launch "India-specific" cars. It has less than 3 per cent of the 
Indian car market, and its plans will remain hamstrung by the parent's 
performance in the US. 


| 


TOY 





| PROPOSED INVESTMENT: N.A. 
WHAT'S AT STAKE? A relative late-comer to the Indian market, Toyota 
wants to grab a 10 per cent share by 2010 (current share: 3.94 per 
cent). That means a capacity of at least 2 lakh by 2010. Some analysts 
expect the investment to be closer to Rs 3,000 crore. 
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others may have to drop prices and suffer losses. So, if 
Khattar and Lheem don't seem ruffled by the Pwc 
study, it's possibly because of this reason. After all, by 
2010, when sales double to 2 million, Maruti and 
Hyundai combined will have a capacity of 1.6 million. 

Аг the other end of competitive spectrum will be the 
two Indian players, Tata Motors and M&M. Despite the 
initial hiccups, the former's indigenously-developed 
small car, the Indica, proved to be a big hit because it 
was the only diesel car in its segment. To be sure, 
MUL did try to dislodge Tata Motors from its perch with 
a diesel Zen, but the move failed because of the Zen's 
more expensive pricing. Now, however, it is planning 
to hit back with a force that may knock Indica's breath 
out. Suzuki's snazzy Swift is about to hit the market in 
a second avatar, as a diesel car, rolled off the Manesar 
plant. It is anybody's guess if the diesel Swift will side- 
track the Indica, but it is obvious that it is something 
Гага Motors needs to worry about. 

But there are two reasons why Tata's passenger car 
business may not roll over and play dead: One, in an 
investment that's even bigger than Suzuki's at Rs 
10,000 crore, the company is upgrading its entire 
range of vehicles—from the Indica to suv Safari to 40- 
tonne commercial vehicles. At the Pune engineering 
centre, work is already underway to develop new 
platforms and a superior, common rail diesel engine. 
Two, and this is something close to Chairman Ratan 
lata's heart, is the Rs 1-lakh car. The company is 
already testing several prototypes and scouting for a 
manufacturing location. Tata has promised to roll it out 
by 2008, and even if it is not exactly priced at Rs 1 
lakh, it could be a game changer. It could move thou- 
sands of two-wheeler owners to a four-wheeler. Initial 
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CEO/ Hyundai Motor India 


"It's not easy making a factory. But 
what to do, | need the cars that the 
new factory will make" 


estimates put the annual demand at a staggering five 
lakh. *Will we change the paradigm of the passenger 
car? No. But we do hope to change the way people buy 
cars and make them more affordable," says Tata 
Motors' Managing Director, Ravi Kant. 

Maruti, which hasn't phased out the entry-level 
small car, the 800, for precisely such a day, may prove 
to be Tata Motors' nemesis all over again. But the 
latter has some aces it can play. When Tata and his 
counterpart Sergio Marchionne of Fiat inked a deal back 
in January this year for the Italian vehicle maker to 
leverage Tata's distribution network in India, many 
aspects of the deal were left open, with both men 
preferring to state that “all options were open." One 
option that was evidently open was the possibility of Fiat 
and Tata setting up a joint manufacturing plant in 
India and evidently (even though the deal has not 
been signed as yet) the two companies are looking at set- 
ting up a joint-plant at Ranjangaon near Ahmednagar. 
“If, and I wish to highlight ‘if, such a plant gets built, 
we will look at using some capacity from that plant", 
says Rajiv Dube, Senior Vice President (Passenger 
Cars), Tata Motors. “Maybe 30,000 units a year 
could be Tata vehicles." He even confirmed the 
possibility of the Tatas' leveraging Fiat's diesel engine 
technology. *Even though we have developed our 
own in-house common-rail engines for the Indica, the 


7I3AIHILNVS “A 





Have you ever experienced the exquisite pleasure of Horizon Club hospitality? 


Between the highest customer expectations and a heaven-like residence there is Shangri-La Hotel's Horizon Club. 78 luxurious 
residential guest rooms and suites on the upper floors of the hotel, designed to pamper only a select few. The hospitality and 
levels of service at the Horizon Club are a cut above the usual. Access to the elite Horizon Club Lounge, a two-way transfer 
facility, complimentary internet usage, complimentary 2 hours of boardroom usage and round-the-clock complimentary tea and 
coffee service are just a few of the many things that make staying here an experience to cherish. 


8 Ashoka Road, Connaught Place, New Delhi - 110001, India. Tel: +91 (011) 4119 1919, Fax: +91 (011) 4119 1988. email: sind@shangri-la.com or visit us at www.shangri-la.com 
AN EROS GROUP DEVELOPMENT 


سے 


bt 





SOUMIK KAR 


cover story 


fact, a PricewaterhouseCoopers (PwC) study predicts that by 2010, 
the combined market shares of the top three manufacturers in the 
light passenger car market (as opposed to passenger vehicles, which 
include utility vehicles, multi-purpose vehicles, and luxury cars) will 
drop from 90 per cent at the end of 2005 to 73 per cent in 2010, 
with MUL seeing the biggest decline. 


Playing Different Stakes 
The report may not be way off the mark. Competitive contours of 
the industry are already coming into relief, and it is clear what's at 
stake for each of the players. Let's start with Suzuki and Hyundai. 
When they first came to India, 13 years apart, both were rela- 
tively unknown brands, but have since been able to turn India into 
strategic markets for themselves. In the case of the Japanese company, 
MUL accounts for 12 per cent of its global consolidated revenues and 
close to 50 per cent of its consolidated profits and, by 2008, a third 
of its production capacity will be based in India too. So Suzuki will 
do everything in its power to keep its golden goose from getting 
killed. Hyundai, on the other hand, manufactures only in India, out- 
side of Korea, China, Turkey and America. In one sense, therefore, 
India is doubly more important to it. How are they fortifying their 
positions? By building massive capacities, with an eye on exports. It's 
a no-brainer what this sort of scale and marketing flexibility will mean 
to the two players: First of all, by churning out cars in large numbers, 
they will be able to spread their fixed costs over larger units and price 
them competitively in the domestic market. 

Should there be a slump in car sales in India, they'll be the last to 
get hit, since they'll have the export market to cushion the blow. The 





"We will not change the paradigm of the car. 
But we do hope to change the way people 
buy cars and make them more affordable" 
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Driving in: BMW 
and Logan (top) 


CARS ROUND THE CORNER | 


More than a dozen cars will be 
launched by the end of next year 





üt 
m Maruti's New Zen 
1.1 litre petrol engine (shared with the WagonR) 
Expected price: Rs 3.5-4 lakh 


m Maruti Swift Diesel 
1.3 litre diesel common-rail engine 
Expected price: Rs 5-5.5 lakh 


m Hyundai Diesel Sonata Embera 
2.2/2.4 litre diesel common-rail engine 
Expected price: Rs 15-17 lakh 


m Chevrolet Aveo UVA 
1.2/1.4 litre petrol engine 
Expected price: Rs 4.5-5.5 lakh 


m Ford Fiesta CNG 
Factory-fitted CNG conversion Rs 30-40,000 
more than standard models 


2007 
m Mahindra-Renault Logan 
1.5/1.6 litre petrol/diesel engines 


Expected price: Rs 4.5-6 lakh 


, W Chevrolet Spark 


1.0/1.2 litre petrol engine 
Expected price: Rs 3-4 lakh 


m Maruti Sedan (Esteem/Baleno replacement) 
1.3/1.5 litre petrol engine/1.3 litre diesel | 
Expected price: Rs 5-7 lakh { 


m BMW 3/5/7 Series (made іп India) 
Range of engines: Expected price: Rs 20 lakh 
(3 series) Rs 35 lakh (5 series) Rs 70 lakh (7 series) 


m Skoda Fabia (hatchback/notchback) 
1.2/1.4 litre petrol/diesel engines 
Expected price: Rs 5-8 lakh 


т Ford Mondeo (replacing current model) 
2/2.5, petrol/diesel engine 
Expected price: Rs 15-18 lakh 


m Hyundai Getz Diesel 
1.3 litre diesel engine 
Expected price: Rs 5-5.5 lakh 


m Fiat Grande Punto 
1.2 litre petrol/1.3 litre diesel 
Expected price: Rs 4-5 lakh 
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kets elsewhere in the world. The us is the biggest market and will continue 
to remain so for a long time, but its growth seems to be stagnating at about 
17 million vehicles a year; Western Europe is stagnant too and ex- 
pected to remain so at least until next year. So, while there's an estimated 
20 per cent overcapacity in the industry globally, markets like India and 
China are still underfed. And as car companies respond to falling prof- 
its and flat markets, they'll have even more reason to expand in low-cost 
countries like India, turning it into a sourcing hub of sorts. 

For instance, half of the 600,000 cars that нми. plans to roll out 
by 2008 will be exported. Suzuki is weighing a tie-up with Nissan to 
manufacture up to 350,000 cars in India that will be exported 
back to Ghosn's company. Its own exports added, by 2010 MUL could 
be shipping off more than 400,000 cars a year to global markets. So, 
just between MUL and HMIL as many cars will get exported as what 
was getting sold domestically barely five years ago. “This”, declares 
Khattar, “is the biggest thing to happen to the Indian automotive 
industry. We are going to become a global destination for outsourced 
automobile manufacturing." 

In the process, don't be surprised if the industry starts looking 
more and more global. For, the current stack-up doesn't quite reflect the 
global order. Suzuki is the market leader by far with a 45 per cent share, 
although globally it ranks a distant #11. The #2 is Tata Motors, 
which still is a one-car-platform company, if not a one-car company, and 
is followed closely by HMIL, rapidly moving up but #6 worldwide (as the 
Hyundai-Kia combine). GM, Ford and DaimlerChrysler, all loss-making 
and losing market share in the Us, may never become top players in the 
country, but Toyota and Honda definitely seem intent and capable. In 


“By 2008-09, we would have capacity in 
excess of 225,000 units. | don't think you 
will be able to call us a small player then" 











Full Throttle 


Car sales have soared 
this year. 
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Hanging On 


Maruti is tenaciously hanging on to its market share. 
Market share (Passenger Vehicles) 


15.47 Hyundai 

6.38 Mahindra 

4.42 Honda 

3.94 Toyota 

3.01 cM 

31 oc Мше ТШЕ 2.95 Ford 








Tata 16.50 
Hyundai 13.90 
Others 23.50 
16.90 Tata 
D 13.40 Hyundai 
23.80 others 
Figures in percent ` *Tilldate Source: SIAM 
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HP Profiles: Meeting 

Outlook E-mail: 10 Unread 
Appointment with Pramod Kumar 
4:00PM-5:00PM 


Contacts Messaging 


Presenting Windows Mobile" 5.0. Another first from Airtel. 


Go one step further than simple emails now from your mobile. Read PowerPoint, work on Word and 
Excel, open attachments, send and receive jpegs, email on the go and a host of other multimedia 
options, all on your HP and i-mate handsets. You can carry your office on the screen of your mobile 
with Airtel and Microsoft. So now access your office on the move, wherever you are. 


Airtel partners Microsoft. 


ae Mobile Сд i-mate Air 


For details call: Ahmedabad-98989 54321 * Bangalore-98450 12345 • Chandigarh-98763 98762 * Chennai-98409 22220 * Cochin-98950 12345 * Coimbatore-989. 2 
* Delhi-98714 28080 + Haryana-98960 12345 * Hyderabad-98490 12345 * Indore-98930 12345 * Jaipur-98290 12345 * Kolkata-98310 12345 * Lucknow-99350 54321 
* Ludhiana-98150 12345 * Mumbai-98925 77010 * Pune-98900 12345 * Punjab-98150 54321 








For more details log on to www.airtel.in The Microsoft, HP, i-mate families of related marks, images and symbols are the exclusive properties and trademarks of the respective companies 
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THE COMMERCIAL VEHICLES SURGE 


With the economy on a roll, truck sales are clipping. 


ANJIV BAJAJ, EXECUTIVE DIRECTOR 
Ст, Bajaj Auto, told a 

group of investors in a 
Manhattan hotel recently that the 
company was seriously exploring the 
'four wheel' option. But by that he did- 
n't mean a passenger car. Instead, he 
was talking about light commercial ve- 
hicles like the Tata Ace. Italy's Piaggio, 
which runs a small three-wheeler op- 
eration in India, plans to do the same 
thing. In Germany, Anton Weinmann, 
Managing Director of MAN 
Nutzfahrzeuge, says that he wants 
his new joint venture in India with 
Abhay Firodia's Force Motors to power 
his company's exports. 
DaimlerChrysler decides, after years of 
mulling over it, to finally launch its 





commercial vehicles in India. 
American giant International Trucks 
also goes for the JV route and ties up 
with a resurgent Mahindra & 
Mahindra. Even Hyundai Motor India's 
Managing Director H.S. Lheem looks 
wistfully at the commercial vehicles 
market. Why? The segment grew 10 
per cent last year and has soared an- 
other 38 per cent so far this year. 
But any company that wants a 
piece of the trucks market must first 
contend with Tata Motors, which con- 
trols a whopping two-thirds of it. 
"When we launched the Ace in 2005, 
we created a whole new segment in 
the commercial vehicles market," 
says Telang P.M., Tata Motors' 
Director of small and light commercial 





In high gear: Commercial vehicle 
sales are up 38 per cent and rising 


vehicles. There's no doubt about that. 
But as companies rush into the mar- 
ket, they will do well to remember 
what happened after the last com- 
mercial vehicle boom in the late 90s. 
Warns a Mumbai-based industry an- 
alyst: "Even though the economy is 
doing well and the market is growing, 
no one should be too exuberant." It's 
a message worth listening to. 





Fiat brand will obviously help us," says Dube. 

At the least, Tata Motors is no push-over. It ac- 
quired Daewoo's commercial vehicles business in 
2004, and exports 20,000 Indicas and 30,000 trucks 
every year to countries in Africa, Europe and neigh- 
bouring SAARC countries. And that's the sort of strength, 
the other home-grown automotive major, M&M, plans 
to get to. It's on the verge of launching the Renault 
Logan (even though the car is actually a Dacia Logan, 
a Romanian subsidiary of Renault), and is developing 
an all-new multi-purpose vehicle, codenamed the 
Ingenio. After the roaring success of the suv Scorpio, 
developed on a shoestring budget of Rs 600 crore, no 
one doubts M&M's engineering prowess anymore. But 
Pawan Goenka, Managing Director of M&M, knows 
better than to rest his ambitions on a sedan, and es- 
pecially one not built by his company (although 
the engineering involved in converting the car from 
left hand to right hand drive was done in-house by 
M&M). So Ingenio will be important for M&M. “I 
can't tell you anything about it at present," says 
Goenka. Still, it will be some time before M&M 
even gets to where Tata Motors is at present. 


Mind The Japs 

What the two Indian players, and even the little 
Japanese and the big Korean, need to fear are Toyota 
and Honda. But first, a quick look at what the Detroit 
giants have planned for India. After years of putting 
China ahead of India (no surprise; Chinese buy 2.2 mil- 
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lion passenger vehicles a year, compared to the 1.1 
million bought by Indians last year), they have started 
taking the democratic market more seriously. Ford's for- 
mer CEO, but current Chairman, Bill Ford came down 
to India in late 2005 to launch the Fiesta, a car that has 
transformed the car maker's fortunes in India (its 
growth has doubled so far this year). Says Ford's India 
boss, Arvind Mathew: *We could and should have 
done better in India, and I believe that for a few years 
after the Ikon, we had a very limited product portfolio. 
We should have had another vehicle; we should have 
launched something around 2001." 

Its compatriot GM hasn't lacked new launches, but 
unfortunately they have all been in segments where 
there are limited volumes. But in August this year, 
GM announced a $300-million (Rs 1,380-crore) 
investment in India, just days after declaring a $1.1-bil- 
lion (Rs 5,060-crore) loss globally for the second quar- 
ter. The money will help set up a new plant to manu- 
facture a slightly reworked version of the former 
Daewoo small car, the Matiz, which has been renamed 
the Spark. *We have already begun constructing the 
new plant at Talegaon," says Country Head Rajeev 
Chaba, adding that by 2008-09, GM would have 
capacity in excess of 225,000 units. “1 don't think 
you will be able to call us a small player then," he says. 

Maybe not, but GM and everyone else included, will 
have the stars of auto industry, Toyota and Honda, to 
worry about. *Our Chairman (Fujio Cho) came to 
India and he announced that we have to get a 10 per 
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cent market share by 2010," says A. Toyoshima, 
Managing Director of Toyota Kirloskar Motors (TKM). 
"And that is our target," he says without batting an eye 
lid. In the same breath, Toyoshima, who's now spent 
two years in the country, says that it would mean 
moving into the “volume segment", which is small 
cars. “Since it is already 2006, we will have to enter the 
volume segment fairly soon," he says. Typically, Toyota 
is tight-lipped about its plans, but there's no doubt that 
it will have to cough up large investments. The annual 
capacity at TKM's Bidadi plant near Bangalore is a 
meagre 50,000 units, including Corolla, Camry and the 
Innova. While there is room to expand at Bidadi itself, 
it is possible that Toyota decides to set up a new plant 
elsewhere with a capacity of 200,000, which is what 
would count as a viable scale for a small car. But what 





No push-over: Tata Motors is investing in new platforms 
and a common-rail diesel engine, besides a small car 


small car will it be? Toyota, of course, isn't telling, 
but industry watchers expect it to be a new platform that 
Toyota is developing for markets like India (the engine 
size will be between 1-1.2 litre to take advantage of 
India's Excise structure) Experts also estimate the 
required investment in a new plant of this size at between 
Rs 2,000 crore and Rs 3,000 crore. 

If there's any car maker in the world the industry has 
learnt to take seriously, it is Toyota. So, if you are a 
serious player, then you have to have matching strate- 
gies. And the Takeo Fukui-led Honda is a serious 
player. In fact, despite being the smaller of the two play- 
ers, Honda is larger than Toyota in India. Its Accord and 
newly-launched Civic cars outsell Toyota's competing 
models (the Camry and Corolla). When Honda's 
Chairman Fukui came down to India a few months ago, 
he declared Honda's hand by saying that the company 
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would invest $300 million (Rs 1,380 crore) in India. Of 
that, almost $200 million (Rs 920 crore) would be 
invested in Honda Siel Cars India, reveals M. 
Takadegawa, who oversees all of Honda's interests 
in India (including two-wheelers and portable power 
generators). For starters, the company is doubling 
capacity to 100,000 cars by the end of 2007 and plans 
to take production up to 150,000 by 2008. “The first 
jump in production would easily cover our current 
line-up, but any further increases especially the one to 
150,000 would mean that we will have to think of a 
volume car (small car). I can tell you that it will not be 
the Jazz/Fit, but it might be a model that is still being 
developed," reveals Takedagawa. 


Too Good, Too Soon? 

Compared to Suzuki, HMIL and Tata Motors, the plans 
of Toyota and Honda may seem modest. But don't for- 
get that these two companies are best known for mak- 
ing cautious, but carefully calibrated moves. Other 
auto companies would do well not to see everything 
through rose-tinted glasses. While no one doubts that 
the market size will top 2 million by 2010, there are 
enough potential pitfalls. *...challenges include 
inconsistent government policies at the state level, 
low levels of investment in product and technology 
development and relatively strict emission regula- 
tions..." the PwC report says. Adds Sachin 
Nandgaonkar, automotive analyst at The Boston 
Consulting Group (BCG): "It is clear that customers 
have money to spend, and while the fantastic numbers 
of the first part of the year (20 per cent growth) are 
clearly unsustainable, 10 per cent year on year growth 
over the next few years is quite achievable." 

However, he does believe that a lot of the numbers 
being bandied about might be posturing. *While the 
auto sector is going to remain a prime investment des- 
tination, it is not a 1-0 game. It is not as if someone 
will invest a thousand crore or nothing at all, this is not 
a crore by crore business," he says. What that means, 
he explains, is that while the big manufacturers have 
seen several white spaces in their line-up, they have 
also seen opportunities in India as an auto-hub, besides 
feeling the need to protect their turf. "Some of the 
numbers might be intimidating to rivals and that's why 
they have been announced, final figures may be 
smaller," says Nandgaonkar. 

At any rate, the investments are unlikely to be 
vastly smaller than the ones proposed. As far as one can 
see, there are millions of Indians who are waiting to buy 
cars. The twin force of growing affluence and the 
industry's move towards small cars could just make the 
market explode. And as they say, as long as the wheels 
keep turning, the money will keep churning. 8 
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If banking is king for ICICI Bank, its 
insurance, mutual fund, venture capital 
and investment banking subsidiaries 
are its crown jewels, commanding 
leadership positions and mind-boggling 
valuations. ANAND ADHIKARI 


HE SWANKY GLASS-AND-STEEL 11-STOREY ICICI BANK 

Towers located bang in the middle of Mumbai’s 

hottest suburban commercial district, the Bandra- 

Kurla complex (BKC), is in many ways the most daz- 

zling billboard for iCici's undisguised ambition 
and aggression in the marketplace that is retail banking. But not 
all of the grand designs of India's largest private sector bank- 
ing conglomerate are being blueprinted in the building with 
high-speed lifts and floors sprayed with fire retardant. For ins- 
tance, roughly six kilometres away in central Mumbai is the off- 
ice of ICICI Lombard, the non-life insurance business of the group. 
Not too far away, in mills land territory, is tucked away another 
insurance joint venture—this one for life—icici Prudential Life 
Insurance Company Ltd. Cheek-by-jowl is yet another sub- 
sidiary, Prudential icici Asset Management Company Ltd in 
Peninsula Towers, perhaps the only other group office that can 
hold a candle to the bank’s corporate office in BKC. 


K.X Kamath/ Managing Director & CEO/ ICICI Bank Ltd 
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The icici group has one other 
subsidiary in south Mumbai, ICICI 
Securities Ltd, and another in the 
mill land area of central Mumbai, 
which is ICICI Venture Funds 
Management Company Ltd. But 
the purpose of this feature isn't to 
plot ICICI outposts on Mumbai’s 
financial services atlas. Rather, it's 
this clutch of icict subsidiaries—six, 
including ICICI Direct, the online 
securities trading portal—that com- 
plements the bank's vision, and 
completes the picture of a one- 
stop financial supermarket. And 
as K.V. Kamath, group Managing 
Director & CEO, indicates, leader- 
ship aspirations aren't restricted 
to just ICICI Bank Towers. *Our 
objective is to be market leader in 
each of the businesses we are in 
(life and non-life insurance, mutual 
fund, venture capital and securi- 
ties)," says the 58-year-old Kamath. 
Together, these subsidiaries manage 
assets worth Rs 55,000 crore, have 
notched up profits of Rs 800 crore 
plus (if we include the new business 
profit of the life insurance sub- 
sidiary for 2005-06), and command 
a conservative valuation of Rs 
27,500 crore. That works out to 
around 20 per cent of ICICI Bank's 
assets, 30 per cent of its bottom 
line, and 42 per cent of its market 
capitalisation. 


Growth Story 

To be sure, each of the half- 
a-dozen ICICI subsidiaries, manned 
by icict loyalists for decades, has a 
growth story to tell. At ICICI Centre 
in Churchgate, where Kamath 
often drops in for lunch when he is 
in that part of town, ICICI veteran 
of 25 years 5. Mukherji is applying 
the final touches to a foray into 
retail broking—online broking 
channel icici Direct will soon 
merge into ICICI Securities, of which 
Mukherji is MD & CEO. Along with 
online broking, icici Securities will 
also get access to ICICI Direct's busi- 
ness of fund mobilisation for initial 
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public offerings (IPOs) for retail investors, done again 
through the internet (as long as the investor has an acc- 
ount with ICICI Bank). These will be the newest activi- 
ties yet for ICICI Securities, which so far has investment 
banking and the fixed income business in its portfolio. 
Sandeep Bakhshi, MD & CEO, ICICI Lombard, is eyeing 
the rural hinterland in tandem with healthcare, two 
under-penetrated segments that are set to explode 
once fixed tariff regime in the insurance sector ends in 
December. Shikha Sharma, MD & CEO of ICICI 
Prudential Life Insurance, has a vision to cover the huge 
mass of India’s young and affluent middle class with an 
array of retirement solutions. Pankaj Razdan, one of the 
youngest CEOs in the mutual funds industry as well as 
amongst the ICICI subsidiaries, is looking beyond the 
metros to build service capabilities as the business 
scales up to another level. And the second lady in the 
pack, Renuka Ramnath, MD & CEO, ICICI Venture 
Funds, has set a target of adding another $2 billion 
(Rs 9,200 crore) to her kitty in the next two to three 
years—the corpus currently stands at roughly $2 billion. 


Market Leader 


“We are already the market leader amongst the pri- 
vate sector companies and I think it’s now a question 
of becoming the market leader overall,” says Kamath. 
To be sure, in life and non-life insurance as well as 
mutual funds, the icici affiliates have an edge over the 
competition (see Numero Uno Or Nothing...). But 
there’s still plenty of catching up that’s left to be done 
with the public sector. In mutual funds for instance, 
there's big daddy uri Mutual Fund with assets under 
management (AUM) of Rs 35,000 crore. Prudential 
ICICI, for its part, isn't far behind at a little over Rs 
34,000 crore. *We have reached there in just a short 
span of eight years," says Razdan. The other ICICI arm 
that's competing with the public sector, is ICICI 
Prudential Life, which has leader, the 50-year-old Life 
Insurance Corporation (LIC) in its sights. ICICI Pru had 
a 29.7 per cent market share in 2005-06 within the 
private sector, but bring on the public sector and its 
slice of the pie whittles down to 10.1 per cent. LIC, 
meantime, is way ahead, with 65.8 per cent. “The life 
business is one of scale. A market share of about 
20 per cent is when one really achieves critical size," 
says Sharma, without specifying any time period. 
In the general insurance business too, ICICI Lombard 
is pitched against public sector competition—namely 
the four state-owned general insurance companies 
(United India Insurance, New India Assurance, 
Oriental Insurance and National Insurance), which 
have market shares ranging between 15 and 25 per 
cent. ICICI Lombard is top dog in the private sector, 
but when it comes to the non-life market as a whole, 
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PHOTOGRAPHS BY SOUMIK KAR 








CHIKHA 


SMANA 9 


ARMA, 47 


MD & CEO, 1 ICICI Prudential Life Insurance Company Ltd 
E: Started her career in ICICI in 1980 and has since worked in 
various departments like project finance, securities and retail 
! (А: Add value to the customer 
| AYING: "The life business is one of scale. A 
market share of about 20 per cent is when one really achieves critical size" 


its share is still in single digits (7.81 per cent). 

The race to overtake the public sector will be a 
long haul, but as far as comparisons with similar 
one-stop financial shops reveal, the group is streets 
ahead of the likes of the SBI and HDFC conglomera- 
tions across most of the subsidiary businesses. In life 
and non-life insurance, for instance, ICICI is 
comfortably ahead of the respective HDFC sub- 
sidiaries. Similarly, in mutual funds, Pru 1С1С1 is 
miles in front of SBs mutual fund business (see 
The No. 1 One-Stop Sbop). 
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Scorching Pace 
Doubtless, the pace set by the icici subsidiaries is 
scorching. ICICI Pru Life, for instance, has shown 64 per 
cent growth in the new premium income. ICICI 
Lombard’s premium grew by a whopping 80 per cent 
in 2005-06. ICICI Prudential AMC has witnessed an 
over 60 per growth in its AUM and ICICI Venture joined 
in with a 42 per cent growth in its assets. “The objective 
is not only to attain leadership position, but also to sus- 
tain growth with customer focus,” says Kamath, 
Much of the motivation, as well as opportunity 
for that growth comes from the parent itself. Kamath 
may be the man in overall charge, but with people like 
Mukherji, Sharma, Ramnath, Razdan and Bakhshi, 
he’s got a highly-charged (and loyal) A-team—carefully 
handpicked from the ICICI pool—to execute the group's 
vision. “He really makes entrepreneurs out of man- 
agers,” points out Ramnath. “And access to ICICI rela- 
tionships is also a big advantage,” she adds. The proof 
of that pudding is the investments ICICI Venture has 
made in companies like Dr Reddy’s Labs and pvr. 
The 18-year-old icici Venture, which Ramnath has 


ICICI DIRECT: NUMBERS & FACTS THAT MATTER 


ICICI direct.com is an online trading platform that offers a 
three-in-one account—bank, demat and broking. 


Rs 4,000-6,000 crore Daily turnover of web traders 
11 lakh Investor base 
65 per cent Market share 
No. 1 Mobiliser of IPOs and mutual 


fund products online 
It also sells insurance policies and post office savings products 
Source: ICICI Direct, turnover figures on NSE including derivatives 


been heading since 2001, has a diverse product basket 
that covers private investment, management buyouts, 
leveraged buyouts, real estate and structured prod- 
ucts. Ramnath says the company's half-a-dozen funds 
dole out an average 25 per cent return annually. 
Unsurprisingly, ICICI Venture today has more foreign 
investors in its funds than domestic. 


The Team 

Like most of the subsidiary CEOs, Ramnath is an old ICICI 
hand, having spent two decades at the institution (and 
she's just 44). The exception, however, is Razdan, a 
rank outsider who worked with HMG Financial Services 
and Karvy Securities before joining ICICI Pru in 1998. 
The company has succeeded in beating back competi- 
tion from global names like Templeton and established 
domestic marquees like HDFC. Razdan says: “The 
strong brand name helps in reaching out to customers 
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in a faster way.” And clearly he’s not talking about 
Prudential, which is a 49 per cent partner in the AMC 
(the UK house holds 26 per cent in the life insurance JV). 
Today, the AMC has the widest range of schemes—close 
to three dozen—covering the entire gamut of mutual 
fund products, for both retail as well as corporates. “The 
focus on robust processes and the right technology 
really helped us to grow our business,” adds Razdan for 
good measure, 

The top three schemes in the stable of Prudential 


BEE 





SANDEEP BAKHSHI, 44 


MD & CEO, ICICI Lombard General Insurance Company Ltd 
PROFILE: Joined ICICI in 1986, and has risen through the ranks; worked 
in the project financing department till 2001 and then joined Lombard in 
January 2002. Was Chief Operating Officer at the time of the setting up 
of the general insurance subsidiary 

BUSINESS MANTRA: Customer service and quality 

MOST LIKELY TO BE HEARD SAYING: “We are making huge 

investments in health and the rural sector. Retail is still a very 
under-penetrated market” 


Panasonic 


ideas for life 


VIER 


A whole new visual 


V-Real Technology Ма 
3,072 steps of gradation achieve 

outstanding details in dark image areas. While 
the 1080i Digital Processing Chip-Set allows 
reproduction of highly expressive images with 
exceptional detail. Sharper details and more 


life-like realism are achieved through the 10801 
Digital Re-mastering 


Processor. 
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Advanced Smart Sound 
Speaker System 

Totally revamped, the new 
VIERA entertains with 
superior bass performance 


and clearer, natural sounds. 


The Advanced Ultra-Slim 
Speaker Unit boasts superb 
directional characteristics 
50 everyone in the room 
experiences an outstanding 
range of sound quality. 
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HDAVI Control 


Experience total control of 
your home entertainment 
system with HDMI 
(High-Definition Multimedia 
Interface). Now, you can 
operate a Panasonic plasma 
TV, a DIGA DVD recorder 
and a diaital cable set-top 
with a single remote. 
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ICICI AMC are Emerging Star, with 89.20 per cent com- 
pounded annualised returns since inception followed by 
Discovery Fund (76.93 per cent) and Dynamic Plan 
(63.25 per cent). In 2005-06, the fund house mobilised 
Rs 5,600 under its 10. new schemes. The scheme that 
raised the biggest stash—all of Rs 1,397 crore—was the 
Prudential ICICI Infrastructure Fund. A relatively new 
business for the AMC is portfolio management services, 
which have a corpus of Rs 6,442 crore. 


First Off The Blocks 

For the ICICI group, being first off the blocks matters a 
lot, and that first-mover focus is in ample evidence at the 
life insurance operations, ICICI Pru was the first in the 
sector to see the opportunity in unit-linked insurance 
products. Today, they account for a majority of its busi- 
ness. “We took consumer focus to a new level and tried 
to address the barriers in insurance,” says Sharma, 
who has been with the insurance arm since its inception 
in 2000. Today, icici Prudential Life’s product basket 
includes term insurance, savings-linked insurance, 
health insurance, retirement and child care. “We will 
continue to look at gaps within each of the segment and 
address them,” adds Sharma. Incidentally ICICI 
Prudential Life is probably the only insurance company 
rated by Fitch Ltd. 

In its sixth year of operation, the life subsidiary has 
written 8.37 lakh policies and the sum assured has 
pole vaulted to Rs 45,888 crore. On the distribution 
front, the subsidiary has grown to 177 branches across 
132 locations and has an advisor strength of over 
72,000. In partnership with its nine bank partners 
and over 200 corporate agents and brokers, its reach has 
increased exponentially, to about 4,000 distribution 
points across the country. 

Taking a cue from ICICI Bank, general insurance 
company, ICICI Lombard, a 74:26 Jv with the $26 bil- 


THE NO. 1 ONE-STOP SHOP 





Life insurance premium Rs 2,411.60 cr 

Life insurance market share 29.7% 11% 
General insurance premium Rs 1,592 cr Rs 202 cr 
General insurance market share 1.81% 0.99% 
Securities business turnover Rs 474 cr Rs 60 cr 
Mutual fund AUM* Rs 34,118 cr Rs 25,892 cr 
Mutual fund market share 11.10% 8.43% 
Venture capital & private equity Rs 9,000 cr Rs 4,500 cr 


Figures for 2005-06 *Figures as on Aug, '06 


106 BUSINESS TODAY OCTOBER 22 2006 


UMESH GOSWAMI 





Rs 921.80 cr 


Source: IRDA, AMFI, companies 





PANKAJ RAZDAN, 37 


MD, Prudential ICICI Asset Management Company Ltd 

PROFILE: Probably the only ICICI ‘outsider’ to rise to the top; joined the 
group in 1998 

BUSINESS MANTRA: Service the customer wherever she is 

MOST LIKELY TO BE HEARD SAYING: “We will be further scaling up our 
business by ramping up the distribution, product suite, processes and 
servicing centres” 


lion (Rs 1,19,600 crore) us-based Fairfax Holdings, is 
going the whole hog into retail; with motor and health 
products. In 2005-06, the subsidiary witnessed a 140 
per cent growth in the number of 
policies sold, to 14.61 lakh. In the 
same period, the contribution of 
retail has jumped from 35 per cent 
to 46 per cent. The branch strength 
today stands at 154 in 99 locations. 





Rs 712.70 cr *We have grown at over 80 per 
15% cent year after year. The industry is 
Not Present expected to grow between two and 
Not Present three times GDP which translates to 
Rs 175 ст about 25 per cent per annum," says 
Rs 15022 cr Bakhshi, CEO of ICICI Lombard, 
189% which has the highest paid-up cap- 


ital, of Rs 245 crore, amongst gen- 
eral insurance companies in the 
private sector. The claim disposal 
ratio (claims reported to claims 


To launch $100 
million (Rs 460 cr) 


Occupy the seat of power 
with Singapore Education. 


"My dream is to be a captain of Industry one day. The best way to achieve 
my goal is through Singapore Education. | choose Singapore because it is the 
financial hub of Asia. | also gain a global outlook from the cosmopolitan student 
body, the international faculty as well as the overseas exchange programmes 
and study missions. And with the wide use of English and the richness of the 
Asian cultures here, settling in isnt a problem at all" Singapore Education is 
paving the way for Adityas success. It can be a transformational experience Singapore 
for you too. For more information, please visit www.singaporeedu.govsqg education 


Singapore Education Services Centre, Ispahani Centre, 123/124 Nungambakkam High Road, Chennai. Tel: 044-4200 9103 
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RENUKA RAMNATH, 44 


MD & CEO, ICICI Venture Funds Management Company Ltd 
PROFILE: 20 years of experience in the ICICI Group in areas like 
merchant banking, corporate finance and e-commerce 

BUSINESS MANTRA: Not just an investor but a value-adding one 
MOST LIKELY TO BE HEARD SAYING: "In the current backdrop of 
economic buoyancy, launching another $2 billion private equity fund 
in the next two years is not impossible" 


settled) is at an impressive 95 per cent as against the 
industry average of 90 per cent. 


Service-oriented Businesses 

The insurance ventures and the AMC are service-oriented 
businesses, a large part of it focussed on the retail 
consumer, but it's a bit of a different ball game at the 
venture capital and securities operations, where deal- 
making is the name of game. Consider first ICICI 
Securities (I-Sec) which, after parting ways with JP 
Morgan in the early 90s, began building a portfolio of 
fixed income, merchant banking and institutional 
broking businesses, with one business providing a 
hedge against a downturn in another. *Looking back, 
our fixed income, investment banking and equities 
businesses have always done well irrespective of mar- 
ket conditions," Says Mukherji. 

In 2005-06, I-Sec was No. 2 after Ernst & Young in 
the mergers & acquisitions (M&A) sweepstakes, with 29 
mandates amounting to $2.32 billion or Rs 10,672 
crore (according to Bloomberg 2005-06 data). *Cross 
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S. MUKHERII, 53 


MD & CEO, ICICI Securities Ltd 

PROFILE: 25 years of experience in the ICICI Group in areas like oil 
& gas, petrochemicals and energy 

BUSINESS MANTRA: Have to provide clients with value 

MOST LIKELY TO BE HEARD SAYING: “|--Ѕес' next big bet 

will be retail (broking and fund mobilisation ). It's a very 

stable business" 





border M&A is one area where we are further consoli- 
dating our lead," says Mukherji. Similarly, as a broker 
in the institutional market, ICICI Brokerages Services is 
in the top three next to Enam Securities and Karvy 
Stock Broking with 68 issues under its belt in 2005-06. 
Adds Mukherji, an avid trekker, who has been with ICICI 
Securities for the last two-and-a-half years—before 
that he was with Executive Director (Project Finance & 
Stressed Assets) at ICICI Bank: “The globalisation of India 
has changed the business mix of the securities business." 

With the subsidiaries valued conservatively at Rs 
27,000 crore (see ...And A Total Valuation Of At 
Least Rs 27,500 crore), Kamath might have bumped 
into quite a few investment bankers (including per- 
haps those from his own group!) who would have 
suggested IPOs for some of the individual opera- 
tions. “There are no plans to go public as of now,” 
says Kamath. As the ICICI subsidiaries ramp up on the 
products, processes, servicing and distribution fronts, 
you can never rule them out in future—a not- 
to-distant future. Ш 
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Nusli Wadia 


Jeh Wadia 


Bombay Dyeing 
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Ness Wadia 





Can Bombay Dyeing and the Wadia 
Group, with their bold forays into a 
clutch of sunrise businesses, bring 
back the glory days? krisHNa GOPALAN 


ROM SHIPPING TO AVIATION, FROM CREATING LOW-COST 
housing to real estate development as we know it 
today, the temptation to look for parallels be- 
tween the contemporary Rs 6,157-crore Wadia 
group and the origins of the family, which his- 
tory books trace back to a family of shipbuilders in 
Surat in the mid-1700s, is irresistible. Indeed, as far 
as contribution to community and country on the economic and 
industrial front go, the Wadias have been there, and done it 
all—shipbuilding, construction (of roads, dams, bridges and 
buildings), trading, textiles, healthcare and even a wireless service 
in the 1920s. As it currently stands, the Wadia group, with Nusli 
Wadia as Chairman, dabbles in a range of distinctly old-economy 
businesses like chemicals, petrochemicals, plantations and textiles, 
led by flagship Bombay Dyeing and five other listed companies. But 
even as this mini-conglomerate of yesteryears threatens to become 
an anachronism in today’s entrepreneurial-led environment of con- 
sumer-led growth, a hushed but far-reaching transformation has 
begun, led in no small measure by the Chairman’s sons, Ness (36) 
and Jeh (34) Wadia. The most visible manifestations of that 
metamorphosis are the launch of a low-cost airline and plans to de- 
velop around 35 acres of land for commercial, residential and re- 
tail use in Mumbai’s Dadar area alone. But the transformation un- 
der way—which also includes forays into various retail formats and 
possibly an entry into financial services, possible exits from a 
few of the low-value creating traditional businesses and a spank- 
ing new corporate office over 26 acres in a 110 year-old mill com- 
pound—goes much beyond the business portfolio. The change is 
of mindsets, which today are driven less by emotion and more by 
opportunities at hand. As Ness, Joint Managing Director, Bombay 
Dyeing, puts it, the group is in consolidation mode. “We are eval- 
uating our current businesses, reinvigorating some of them and 
there is an option of selling some of them. You will see a lot of this 
happening over the next three-five years.” The chairman sums it 
up succinctly when he says: “This is a good time for the company.” 

It hasn’t exactly been that way for almost a decade now. A look 
at the group’s financials bears this out. Total income is virtually 
where it was in 1996-97, at Rs 1,144 crore, and net profits have 
crawled from Rs 35.7 crore to Rs 61.34 crore last year. Profit 
growth has been erratic, to say the least—Rs 26.56 crore in 
2004-05, Rs 53.50 crore in 2003-04, Rs 32.31 crore in 2002-03, 
a loss of Rs 29 crore before that...not exactly a performance that 
would have shareholders raving. That the promoters didn't meet 
equity analysts and fund managers—they still don't—didn't inspire 
confidence amongst investors. Flagship Bombay Dyeing's pri- 
mary business, DMT (di-methyl terephthalate), an intermediate used 
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in the manufacure of petrochemicals, was fast losing out 
to more cost-effective substitutes like РТА (purified 
terephthalic acid), and the Bombay Dyeing brand itself 
was being steamrolled by newer competition. “Bombay 
Dyeing did reach a take-off stage but did not capitalise 
on that. Earlier, it was much easier to create a brand 
since there was not too much of brand clutter, Things 
are very different today and I think it will be a very 
tough battle for Bombay Dyeing to reinvent itself,” 
thinks Harish Bijoor, CEO, Harish Bijoor Consults Inc. 

Bijoor may be right, but that isn’t stopping the 
Wadias from doing exactly that. The big difference, 
though, is that the group is reinventing itself, but not so 
much from the textiles brand point of view. Rather, it’s 
the very land on which the mills that turned out those 
reams of cloth were built that spells a huge opportunity 
for Bombay Dyeing. And it’s the sheer value of this 
land—estimated at Rs 6,000 crore at today’s prices—that 
opens up possibilities. Not only can the land be devel- 
oped for commercial and residential use, it allows for for- 
ays into retail. What’s more, even though Bombay 
Dyeing’s net worth is a none too impressive Rs 465 
crore—down from Rs 684 crore in 1996-97—the 
Wadias can leverage their land holdings to raise funds for 
acquisition of aircraft for the low-cost airline business. 


Astronomical Values. 
It’s up to the two Wadia siblings to pull off the new ven- 
tures. Jeh heads GoAir and is also on the board of group 
company Britannia Industries, which entered the Wadia 
fold in 1993. Ness oversees real estate (which includes 
retail) as well as the traditional businesses of chemicals 
and textiles (Ness is reportedly tipped to take over as 
Managing Director of Bombay Dyeing). Among the 
most talked about businesses—thanks largely to the le- 
gal tangles surrounding it—has been real estate. Bombay 
Dyeing owns large tracts of mill land in central Mumbai. 
Following the directive by the courts, which in one 
stroke allowed mill owners to develop their lands, 
central Mumbai has been the buzz of activity with 
deals of astronomical values being struck apart from se- 
rious real estate activity waiting to unfold. Bombay 
Dyeing’s property is split across two mills—Spring 
Mills in Dadar and the Textile Mills in Worli; the 
real estate in Dadar is the first one to be developed. 
The Dadar property covers an area of a little over 
40 acres. “Eventually, we will have about 30-35 acres 
at our disposal,” says Ness. “When we say real estate, 
we are looking at covering three verticals—real estate, 
shopping centres and retail. Real estate, on its own, will 
consist of residential apartments, commercial estab- 
lishments like offices, hotels and schools, to name a 
few.” Shopping centres will in the first phase span an 
area of half-a-million square feet which, according 
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THE OLD AND THE NEW SIT WADIA 


NICELY WITH THE WADIAS | i 


But some traditional businesses could get the axe. 


TRADITIONAL BUSINESSES 





This is apart from a host of social welfare initiatives like education, hospitals and baugs 
(housing colonies) 


NEW BUSINESSES 
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The Numbers Aren't Flattering 


Flagship Bombay Dyeing has stagnated over the past decade. р.к 
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to Ness, is scheduled for completion by mid-2008. *We 
will have another half-a-million square feet in the 
second phase," he adds. Bombay Dyeing, quite sig- 


nificantly, is not completely shut to the prospect of 
spinning off this potentially lucrative business into a 
separate company altogether. Analysts reveal that the 
35-acre property, even by the most conservative esti- 
mates, has the potential to generate Rs 3,000 crore. 
The residential apartments in Spring Mills will be 
sold at a base price of Rs 10,000 per square foot. 
"The prices in that part of the city have almost doubled. 
It does look as if the boom in central Mumbai will last 
for a while," thinks Pranay Vakil, Chairman, Knight 
Frank, a Mumbai-based real estate consultancy. 

Like most other big business houses in the country, 
the opportunity in retail has caught the fancy of the 
Wadia Group as well. Even by the most conservative 
estimates, organised retail in India accounts for barely 
3 per cent of the total retail market. The size of that 3 
per cent in value terms is barely Rs 30,000 crore. 
“We will look at formats like hypermarkets. We are also 
looking at tie-ups with big brands like Tommy Hilfiger 
and Gucci. While we may not cover the entire sector, 
we will look at covering very strategic parts of it," 
says Ness. Importantly, the Wadias aren't looking to just 
cash in on their real estate bounty-most of the developed 


BRITANNIA'S BAKING POWER 


HEN NUSLI WADIA BOUGHT INTO 
Britannia Industries in 1993— 
Associated Biscuits, a company jointly 
owned by Wadia and Group Danone 
of France, has а 50.96 per cent stake 
in the foods major—it marked the 
Wadia group's first major shift away 
from its traditional manufacturing-ori- 
ented portfolio. Wadia remains up- 
beat after all these years. At Britannia's 
recent shareholder meeting, he pointed 
out that biscuits—Britannia's main 
product—account for roughly 12 per 
cent of the Rs 60,000 crore fast- 
moving consumer goods (FMCG) in- 
dustry. "It provides a vast opportunity 
for growth as its per capita con- 
sumption is less than 2.1 kg in India 
compared to 10 kg in the US, the UK 
and other European countries and 
over 4.25 kg in South East Asian 
countries," he told shareholders. 
"Over the last 10 years, the com- 
pany has performed consistently. 
With the industry on an upswing, 
there are more opportunities," explains 
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Vinita Bali, Managing Director. 
Britannia closed the year ended 
March 2006 with total revenues of Rs 
1,817.9 crore against Rs 1,615.4 
crore the previous year. The fact that 
Britannia exists in segments where the 
threat from the unorganised industry 
is large, has not gone unnoticed by its 
management. “The challenge for bis- 
cuits comes from rising costs and a 
localised industry,” states Bali. The 
company has an overall share of 32 
per cent in a market growing at 11- 
12 per cent annually. 

Britannia recently acquired a 
strategic stake in Daily Bread, a Ban- 
galore-based specialty manufacturer 
and retailer of premium quality bak- 
ery products. According to Anagram 
Stock Broking's Head of Research, 
V.K. Sharma, the FMCG sector over- 
all looks to be in good health. “The 
categories where Britannia exists will 
continue to grow given that overall lev- 
els of consumption in these cate- 
gories has been on the increase. 


Say cheese: Britannia’s Bali 


Besides, affordability in these seg- 
ments is a big incentive,” he says. Bali 
is optimistic about the dairy busi- 
ness. “It is growing nicely and we 
have introduced cheese variants like 
mozzarella and also a high-aroma 
ghee. These will be the building 
blocks in the business,” she says. 
The next five years, according to Bali, 
will be about demonstrating acceler- 
ation in growth and managing costs. 
Wadia will approve. 
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HOW THE LOW-COST AIRLINES STACK UP 


AIRLINE FLEET DETAILS NO. OF ROUTES REVENUE PROFIT/LOSS 


(IN RS CRORE) 








Deccan Aviation Currently has 14 Covers 56 airports, Rs 1,236.39 crore for -340.55 
Airbus A 320s and plying 270 flights. the 15-month period 
ALAR Es Sere, а 1 , ended June 2006 
SpiceJet Currently has six Flies to 13 destinations, Rs 419.65 crore for -41.42 
Boeing 737-800s including Delhi, Mumbai, the 12-month period 
Kolkata and Chennai. Operates ended May 2006 
у j т ЗӨ fins Bayo 5 ДЫ С l а; ا‎ 
GoAir Currently has four A 320s Flies to 13 destinations, which Commenced services М.А. 
include Mumbai, Delhi, Chennai, in November last year. 
Goa, Jaipur and Srinagar. GoAir Targeting a revenue of 
operates 37 flights a day Rs 600 crore at the end 
ү” of October 2006 
N.A.: Not available Source: Companies 


land will be leased, not sold. *It only makes sense 
since we will have a steady flow of income through rent. 
Why should we give up this property altogether?" 
rationalises Chairman Nusli. He adds that an area like 
“mall management” is something that Bombay Dyeing 
is looking at closely. The Wadias also reveal their real 
estate development plans will not be restricted only to 
Mumbai, but will cover other cities as well, where 
land will be acquired, either in partnerships or consortia. 


The Low-cost Gambit 

The real estate foray may appear to appeal to just the 
cream of Mumbai society, but Ness insists that low-cost 
housing will also be the group’s focus. And retail in any 
case is a business that is capable of appealing to the 
country’s entire population—just like the other big-bang 
venture of the Wadias, low-cost aviation. Launched last 
November, GoAir, according to Managing Director Jeh 
Wadia, has a model that is a combination of Ryan 
Air, South West Airlines and EasyJet. “There is a huge 
market out there for low cost airlines. In 2004, for 
instance, six million people bought close to 15 million 
seats while in 2005, 8-9 million people bought close to 
21 million seats. Compare this to the Railways, where 
there are 15 million people who travel every day, and 
you can gauge the huge potential," says Jeh. 

Apart from GoaAir, others jostling in the low-cost 
space include Air Deccan and SpiceJet. Worryingly, the 
low-cost model in India is a misnomer, as the costs are 
high, only fares are low. Result? Bleeding balance 
sheets. Jeh acknowledges the challenges, but he’s fo- 
cussed on the long-term opportunity. “The biggest 
challenge for all low-cost carriers is the rapid conversion 
of train and Volvo passengers to air. The time-economy 
and value for money offering are plus points and even 
a 5 per cent shift would lead to an explosion in de- 
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mand,” says GoAir’s Chief Commercial Officer, Raj 
Halve. Jeh, himself, has some interesting targets for 
GoAir by the end of the first year of operations— 
early November 2006. “We are looking to clock a 
revenue of Rs 600 crore and having one million pas- 
sengers at the end of the first year. We also want to be 
EBITDA positive at the end of the first year and we 
should be a profitable operation by the end of the 
second or the third year,” he states. What makes these 


Raj Halve/ Chief Commercial Officer/ GoAir 
“The biggest challenge for all low-cost 
carriers is the rapid conversion of 

train and Volvo passengers to air” 
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On a roll: Nusli Wadia 


T 62, NUSLI N. WADIA HAS HAD MORE 

than an eventful life. A lot of 
people who have known him at some 
level or the other might say he is 
quite different from what he was in 
the 80s and to some extent the 90s 
too. A large part of that period was 
characterised by the feud with 
Dhirubhai Ambani which came to 
be famously known as the "The Great 


NUSLI WADIA SLEEPS WELL AT NIGHT 


Polyester War". Wadia's circle of close 
friends in the business community is 
small, and includes Tata Group 
Chairman, Ratan Tata, and Mahindra 
& Mahindra Chairman, Keshub 
Mahindra, both of whom sit on the 
board of the Wadia group flagship 
company, Bombay Dyeing. Wadia, 
in turn, is on the board of three Tata 
group companies— Tata Steel, Tata 
Motors and Tata Chemicals. "He has 
very few friends and in spite of his low 
profile nature is among the most well- 
connected businessmen in corporate 
India," says a corporate chieftain. Six 
years younger than Tata, Wadia, till re- 
cently, it is learnt, was "one of the few 
men" who could smoke inside Bom- 
bay House, the Tata Group's head- 
quarters in Mumbai. Wadia has now 
given up smoking—Dunhill and 
Davidoff were his brands. 

When Wadia makes the news, 
it rarely has something to do with 
his businesses. For instance, when 
Rupert Murdoch's Media Content 


and Communication Services—the 
company that operates the Star News 
channel—was forced to reduce its 
shareholding in line with the govern- 
ment's directive, there were well- 
known names who were in the fray. 
Wadia was one of them. His political 
affiliations with the BJP are quite 
well-known and he is said to enjoy a 
close rapport with L.K. Advani. 

With his sons getting more com- 
fortable running the group with every 
passing day, Wadia's level of in- 
volvement on a day-to-day basis has 
understandably reduced. That has 
not made him any less aware of 
where the group needs his presence, 
the mill land issue being a case in 
point. When this correspondent asked 
Wadia recently what business-related 
issue was a key challenge, he said it 
was the rising crude prices. On being 
asked if that was what kept him 
awake at night, he merely smiled 
and said, “Oh, not at all. | sleep very 
well at night." 


targets achievable is the pace at which GoAir has been 
expanding. By October, GoAir will have eight aircraft (it 
has four now) which will be up to about 18 by the end 
of October 2007. *By October 2008, we will have 33 
aircraft," says Jeh. G.R. Gopinath, Managing Director, 
Deccan Aviation, points out that the low-cost model may 
face a few difficulties initially, but has no doubt that the 
model is scalable. *It takes time for the change in the 
consumer's mindset. We need more players as that is the 
only way the market will grow. The question is one of 
getting the middle class to spend, which may take four- 
five years, but it will happen," he maintains. 

Till then, some out-of-the-box thinking will help 
companies like GoAir stay afloat. “I have gone to a com- 
pany in Europe (for leasing aircraft) whose high season 
is May-October, which is my low season. Again, my high 
season, which is October-May, is his low season. This 
means, I can flood the market with capacity in my 
high season and send my aircraft to Europe in my low 
season," points out Jeh. According to Halve, low-cost car- 
riers have a cost structure that is 30-35 per cent lower 
than that of other legacy carriers. “Once the government 
allows outsourcing of ground handling, security and 
other services, this could increase to 60-65 per cent as 
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it is worldwide," he adds. For now, GoAir is completely 
funded by the Wadia family, though a public offering 
can't be ruled out. Jeh thinks that over the next two- 
three years, GoAir will look at various equity and 
debt options. “An IPO is possible, but we will do it only 
when we think the time is right. We are in no hurry." 

Even as the Wadia scions go about changing the face 
of the group with two new ventures—and blueprint en- 
tries into other sunrise businesses like financial services— 
they have to confront the baggage of the past. And take 
some hard decisions. A beginning was made when 
Citurgia, a maker of biochemicals, was closed down. 
Britannia's dairy-producing business too was hived 
off a few years ago. “We want to reduce the number of 
businesses since we need to have more synergies within 
our existing businesses," says Ness. Jigar Shah, Head 
(Research), K.R. Choksey Securities, is clear that if 
investors are looking closely at Bombay Dyeing, it's for 
just one reason. “It remains one of the largest property 
owners and anybody investing in Bombay Dyeing will 
be investing in a real estate story," he explains. Much 
of the rest may have to go. For a family that's been con- 
stantly reinventing itself since the 1700s, that may 
not be as difficult a task as it seems. Ш 
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bt bureaucrats 


A booming infrastructure 
sector has India scrambling 
for Indian Administrative 
Service officers and the 
latter, in turn, scrambling 
for plum jobs. 


BALAJI CHANDRAMOULI 















UDHA BHAVE. A. RAMAKRISHNA. RAJEEVA SINHA. 
Sonia Sethi. Mahesh Pathak. Jayant Kawale. 
Prabhakar Karandikar. Important as the 
people behind the names are—all once held 
modestly senior positions in the Maharashtra 
government; Kawale, for instance, was Principal 
Secretary, Energy, and had served as Chairman of the 
State Electricity Board; Sinha was Transport 
Secretary—it is unlikely too many people have heard 
of them. Still, arrayed thus, in a series of seven, the 
names represent the beginning of a very significant 
trend. Since late last year, these senior bureaucrats have 
quit, or taken a sabbatical (or applied to do the 
same) from government service, and have signed on 
with the private sector. And five of them have landed 


Rajeeva Sinha/ MD/ Gujarat Pipavav Port Limited 


Port of Call 


Age: 56 years 
IAS Batch: 1976 
Quit in: 2005 
Reason for quitting: He has been working in the 
shipping industry since 1992 and he acquired 

a MSc in port and shipping management from 
World Shipping Institute, Sweden, and became a 
fellow of the Institute of Chartered Ship 
Brokers (he also has an MBA from 
Mumbai's Jamnalal Bajaj Institute of 
Management Studies and a degree in 
law). He felt his knowledge of ship- 
ping wasn't being put to good use in 
the service; his last posting was as 
Transport Secretary, Maharashtra, 
where shipping constituted only 
a small part of the job 


Current salary*: 
Over Rs 1 crore per annum 


Does the IAS tag help? 

Not really. He claims it is often 
a burden. Several government 

officers, he says, are jealous of his 

success and make him wait hours 

even after granting an appointment 


What's on his plate? 

Implementing a business plan to dev- 
elop the Pipavav port to a 1 million 
TEU (twenty equivalent units) port 
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plum jobs in companies in sectors such as transport 
and logistics, construction, and infrastructure. 

There are other examples, from states other than 
Maharashtra, like that of Rajeev Talwar, who re- 
cently resigned as Additional Director General, 
Ministry of Tourism, and signed on as Executive 
Director, DLF, and Ravi Kant, who, in June this year, 
resigned as Labour Commissioner, West Bengal gov- 
ernment, and joined Hyderabad's Ramky Group as 
Vice Chairman. Still, it seems only apt that 
Maharashtra, the most industrialised state in the 
country—its seat of governance is Mumbai, India’s 
commercial capital—be the one to feel the pinch of 
one of the most happening trends in India Inc., that 
of Indian Administrative Service officers leaving gov- 
ernment service for private companies, largely in 
the hotter-than-hot businesses of SEZs (special eco- 
nomic zones), energy, and transport. 

The phenomenon of ias officers moving to the 
private sector isn't new. Yet, spurred by the boom in 
sectors such as transport, infrastructure, and SEZ- 
mania (at last count, the government had given 
in-principle approval to 164), all areas where 
bureaucrats have more experience than private 
sector managers and come with the addi- 
tional skill of being able to manage the regu- 
latory regime—after all, not too long ago, 
they were the regulatory regime—India Inc. is 

targeting the 145. “The number of requests 
from the private sector for civil ser- 
vants has been on the rise. 
They have the necessary 
skills to go about the 
government systems," 
says Sonal Agrawal, 
CEO, Accord Group 
India, a recruitment 
agency. And as a di- 
rect result, the count 
of civil servants for- 
saking job security for 
the choppy yet re- 
warding waters of 
the private sector is 
on the rise. 


The New 
Gold Rush 


The last year has seen 
an explosion of activity 
in the areas of construc- 
tion and infrastructure, from 
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bureaucrats 


housing to ports to airports to, the new new thing, SEZs. 
All these businesses have a common thread running 
through them, substantive government interface, which 
could simply be regulations and policy impacting busi- 
ness or involve securing several clearances to just do 
business. This environment has created opportunities 
for civil servants to cross over. “Bureaucrats are enabled 
to deal with companies as they grow in scale and glob- 
alise," says DLF’s Talwar. “And they are familiar with 
policy issues." The latter, in fact, may be more relevant 
to the private sector. 

Still, the current migration is unlike that recorded a 
few decades ago when retired civil servants became fa- 
cilitators for corporate houses, liaising with the gov- 
ernment to ‘expedite’ business in a command-control 
economy (read: the licence Raj). And some of the of- 
ficers in question boast professional qualifications that 
can be put to use. “The experience I gained spending 13 
years in the ports sector has helped immensely," says 


"| was selling the Karnataka IT story to the world. Then, | 
realised, | could do something in IT too,” says Vivek 


Kulkarni, formerly the state's IT Secretary 
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A. Ramakrishna/ CEO/ Aakriti Builders | 


Building Scale 


Age: 53 years 
IAS Batch: 1976 
Quit in: 2006 


Reason for quitting: Simple, he was denied promotion to 
the next level, that of Joint Secretary. However, he is now 
applying to the government to consider his case under 
Section 6(2(2)) of the All India Service Rules 1968 which 
allows IAS officers to move out of the IAS and return to 

it after some time. 


Current salary*: 
Over Rs 1 crore per annum 


What does he bring to the table? 
Project management skills, essentially 


What's on his plate? 
Business development and getting VC funding 


* Market estimates 


Rajeeva Sinha, Managing Director, Gujarat Pipavav Port 
Limited. *My main forte is project management," says 
A. Ramakrishna, CEO, Aakriti Builders. 

It is not as if the trigger for a career change is the 
plethora of opportunities alone. There are those like 
Ramakrishna who feel that the government did not 
evaluate their talent fairly. Having missed a promotion, 
Ramakrishna felt the urge to move on. “The disap- 
pointment surely was a trigger,” he admits, “but the 
system allows for a review in two years.” 
Entrepreneurship is another thing that 
encourages civil servants to re- 
view their calling. “I was selling 
the Karnataka IT story to the 
world and seeking investments 
in the state,” says Vivek 
Kulkarni, formerly the state’s 
IT Secretary (he quit in 2003), 
who now runs an outsourcing 
firm Brickworks. “It was 
then that I realised I could 
step out on my own.” 
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Rajeeva Sinha, Managing Director, Gujarat Pipavav Port 
Limited. *My main forte is project management," says 
A. Ramakrishna, CEO, Aakriti Builders. 

It is not as if the trigger for a career change is the 
plethora of opportunities alone. There are those like 
Ramakrishna who feel that the government did not 
evaluate their talent fairly. Having missed a promotion, 
Ramakrishna felt the urge to move on. “The disap- 
pointment surely was a trigger,” he admits, “but the 
system allows for a review in two years.” 
Entrepreneurship is another thing that 
encourages civil servants to re- 
view their calling. “I was selling 
the Karnataka IT story to the 
world and seeking investments 
in the state,” says Vivek 
Kulkarni, formerly the state’s 
IT Secretary (he quit in 2003), 
who now runs an outsourcing 
firm Brickworks. “It was 
then that I realised I could 
step out on my own.” 
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Hedging Bets: Route 622 


Facts are sometimes stranger than fiction. In 1954, the 
government formulated a policy that allowed bu- 
reaucrats to move out of their fold and return after a 
short stint. The original idea must have been to enrich 
other sectors, since the bureaucracy then attracted 
the best talent in the country. The rule was long for- 
gotten, for opportunities, especially in the private 
sector, were few and far between. Today, however, 


this, the legalese of which is articulated in Section 
6(2(2)) of the All India Service Rules (Conduct) Rules, 
1968, happens to be the most prized ticket in the 
civil service. Only that, getting one is not that easy, as 
it is given on a case-to-case basis. It was easy when civil 
servants used it for lesser gains, staying back in Delhi, 
for instance, for a few years for personal reasons, 
and that too in quasi-academic institutions. Today, the 
new vistas happen to be more than simple sinecures, 
and come with very attractive salaries. 

The highest incidence of bureaucrats hoping to 
take route 622 is in Maharashtra where around 10 ap- 
plications are pending before the state government 
for this assured return ticket to bureaucracy. The im- 
mediate destination, for the bureaucrats in question, 
range from SEZs (for Kawale and Karandikar who are 
hoping to join the SEZ business of M&M) to airports 
(Pathak has joined the Mumbai International Airport 


project, a venture of the сук Group). Not surprisingly, 
some of the state governments, like Maharashtra, are now 
planning to clamp on this exodus. Down in Karnataka, 
the story is no different, with several officials planning to 
undertake a stint in the SEZs coming up in the state. 
Interestingly, even some of those who have put in their 
papers are now reconsidering their options and seem in 
clined to take route 622; Ramakrishna is one such. 
The government is clearly not amused. Indications 





Ravi Kant/ Vice Chairman/ Ramky Group 


Engineering Bug 


Age: 44 years 
IAS Batch: 1985 


Quit in: 2006 


Reason for quitting: He joined the IAS because it was 
what his parents wanted him to, but he has always 
wanted to be in the engineering sector 


Current salary*: Around four times his salary in service 


What does he bring to the table? 
Technical skills as a civil engineer, managerial skills 


What's on his plate? 
Developing the Haldia SEZ 


* Market estimates 
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are that securing the assured return ticket is going to get 
tougher. The Central government has written to the 
states saying that permission under section 6(2(2)) can- 
not be given by the latter (all cases now have to be 
cleared by the Centre). Further, each of the cases will be 
considered by a high-powered committee headed by the 
Cabinet Secretary. And permission will be given only 
where private sector exposure will be relevant when the 
officer returns to the government. “If the idea is to 
only make some money, then permission will not be 
given,” says L.K. Joshi, Secretary, Ministry of Personnel. 


The Pilgrim Fathers 

Jagdish Khattar, Mb, Maruti Udyog, is perhaps the 
best-known example of a civil servant finding an al- 
ternative career, and a successful one at that, in cor- 
porate India. However, in the past, the utility of 
most civil servants as managers was limited. It was the 
public sector that was the preferred hunting ground for 
companies venturing into partially regulated industries 
(or newly deregulated ones). National Thermal Power 
Corporation, Indian Oil Corporation, Gas Authority 
of India Limited and ONGC were the largest source of 
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Rajeev Talwar/ Executive Director/ DLF 


Riding The Boom 


Age: 52 years 

TAS Batch: 1978 

Quit in: 2006 

Reason for quitting: 

Says the private sector is a great platform 
and provides great opportunities 


Current salary*: 
Rs 2 crore per annum 


What does he bring to the table? И 

The ability to deal with scale and government policy 
What's on his plate? 

Developing five-star hotels and townships 


* Market estimates 


people for private sector firms in the energy business 
(the situation hasn't changed even today). Anil 
Ambani's A-team for energy includes J.P. Chalasani, 
an ex-NTPC employee, who heads the business devel- 
opment function. Reliance's refinery business is 
headed by P. Raghavendran, an ex-ioc official, and its 
gas business is headed by a former director of САП. 
(India) Ltd, R.P. Sharma. When retailing in the pe- 
troleum sector was deregulated in 2002, Reliance 
head hunted Rajiv Chaturvedi, then Executive 
Director, BPCL, for its operations. While the exodus 
continues, it has, evidently, now spread to the principal 
civil service cadre, the IAS. 

Neither the changing face nor the aspirations 
of the bureaucracy can be ignored. Most of the 
civil servants who have stepped out have done so af- 
ter a satisfying innings in service. In addition to 
the lure of a princely compensation (compared to the 
civil service), they opted for the private sector be- 
cause they believed the government wasn’t using 
their skills adequately, With the government push- 
ing for public-private partnerships in various infra- 
structure sectors, such career shifts for civil ser- 
vants will only become easier in the future. 

Given this, the government is trying to work out 
ways to retain talent. One of the models under con- 
sideration is that adopted by the French civil service, 
which allows career civil servants to step out and work 
in the private sector in five-year patches, an approach 
that, if accepted, will institutionalise the 622 route 
and make it available for all t^s officers. While such op- 
tions are at an exploratory stage, the 5,000-strong 145 
cadre is watching the private sector with a keen eye. 8 
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TWO PORTALS - 





Yahoo and MSN are getting ready to fight it out in the Indian 
market, which may still be small but promises a lot. SHIVANI LATH 


T'S A BATTLE THAT HAS LARGELY REMAINED INVISIBLE. 

Yet, two global portal giants are fighting it out for 

dominance in India's fledgling internet market. 

One reason why the battle between MSN, the 

portal from software giant Microsoft, and Yahoo 
has gone unnoticed is because of the size of the Indian 
internet market. With total online advertising esti- 
mated at a paltry $50 million (Rs 230 crore), the 
Indian market is a mere 0.4 per cent of the $12.5-bil- 
lion (Rs 57,500-crore) us online advertising market. But 
then what matters for internet businesses is not the here 
and now, but the future. The number of internet users 
in India—37 million—may not appear big, but a mil- 
lion new users are added to that base every month and 
by 2010, an estimated 78 million Indian users are 
expected to be surfing the web. 

That's the sort of market Yahoo and MSN are tar- 
geting and to do that both players have unveiled a 
flurry of India-focussed products to woo users. MSN, 
with estimated Indian ad revenues of about $4.5 million 
(Rs 20.7 crore), celebrated its sixth anniversary in 
India recently by revamping its Indian site, adding 


Jaspreet Bindra/ MSN 

"Companies are excited about India 
because China is a controlled market, 
where there is censorship on the internet" 
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four new channels on lifestyle, sports, news and ent- 
ertainment, SFX advertising (a special effects advertising 
package that allows contextual targeting of surfers), and 
the launch of the portal in five regional languages— 
Hindi, Tamil, Telugu, Kannada and Malayalam. 


Yahoo India (estimated ad revenues around $8 
million or Rs 36.8 crore), which also completed six 
years in the country this year, has been equally 
aggressive with its India strategy. Last fortnight, it 
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YAHOO: WHAT'S IN STORE? 
Bloggers, businesses all are welcome. Here's the lowdown: 


Jobs search: Currently in beta, Yahoo's new job search service 
will allow users to search for a particular job profile. "The Yahoo 
job search will crawl through all the job sites in the world and 
throw up the relevant vacancies," explains George Zacharias, 
Managing Director, Yahoo India. 


Yahoo! 360: This is Yahoo's site for bloggers, which allows 
users to create their own pages with text and pictures. Currently 
in beta, the service is expected to be launched soon. 


Content: Yahoo will soon be launching several new channels of 
interest to the India audiences. "We want to bring all our inter- 
national services to India," says Zacharias. 

Search engine platform codenamed Panama: Expected 
to be launched in the first quarter of next year, the new paid list- 
ing model will be more like Google's AdWords, where click- 
throughs impact ranking. 


Yahoo Search Marketing: Based on the advertising model 
called Sponsored Search, it allows businesses to bid for highly 
visible placements in the search results that are served in 
response to a user's query for a specific product or service. 


introduced Yahoo! Search Marketing, which enables 
advertisers to bid for priority placements in web search 
results that are served up in response to a user's search 
for a product or service. In a couple of months it will 
launch its instant messenger (IM) service (currently 
offered in English) in a host of regional languages. 

In May this year, on a visit to India, Yahoo's CEO 
Terry Semel spoke of Yahoo's commitment to India and 
even hinted at big-ticket acquisitions that the company 
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MSN LIVE: WHAT'S IN STORE? 
Everything from video uploads to social networking. Take a look: 


Soapbox on MSN Video: The service lets people upload, share 
and discover videos within the Soapbox community and with peo- 
ple around the world. You can sign up to be wait-listed for the 
beta at http//soapbox.msn.com. 


Windows Live Messenger: It takes messaging to a new level, 
allowing users to easily have full-screen rich video conversations - 
with people on their contact list, call their friends on their PC or 
phone, and share personal files instantly. 

Live Search and Live.com: Live.com customers can customize 


their home page content, create multiple pages, and add their 
favourite content from millions of sources of information. 


| Windows Live Spaces: This (http://spaces.live.com) is a free, 


easy-to-use, customizable social networking and blogging service 
that provides you with a place to connect with your friends, and 
tell your story using blogs, photos and more. 


Windows Live Writer: Windows Live Writer combines the desk- 


| top editing tools found in Microsoft Word with a set of enhance- 


ments that will help bloggers posts in the style of their blog and 
easily include rich media assets such as photos, maps and videos. 


could be making in the Indian market. Says Yahoo's СОО 
Daniel Rosensweig (who was in India last fortnight): 
"This is a market nobody can take lightly." 


Tomorrow's Market 

India's attraction is its size and potential—its population 
of over a billion people and growing numbers of int- 
ernet users. But web strategies of both these portals (and 
of other Indian players) haven't targeted the really 
big numbers. Of the urban population of 250 million 
people, just 75 million are English speakers. And 37 mil- 
lion of them are internet users. Says Murugavel 
Janakiram, СЕО of Bharat Matrimony, one of the 
largest Indian online matrimonial services sites: “It is 
predicted that in a couple of years, the internet will have 
captured the entire English speaking population and sat- 
urated the market." That's precisely why both Yahoo 
and MSN are going local and launching sites, products 
and services in regional languages. Like Yahoo's IM in 
Indian languages, MSN too will soon roll out its 
messenger service in five Indian languages—Hindi, 
Tamil, Telugu, Kannada and Malayalam. 


Daniel Rosensweig/ Yahoo 

“The biggest growth will come from out- 
side the US. We see India as one of the 
biggest opportunities over 5-20 years" 
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By going regional, both 
expect to expand the mar- 
ket and capture a larger 
share of it. "The old mis- 
nomer that internet users 
are only English speaking 
has gone out of the win- 
dow. The top end of inter- 
net users, the most afflu- 
ent and well-do-to in India, 
are the language audi- 
ences," says V. Ramani, 
founder & CEO of Media 
Turf, a leading Indian int- 
ernet advertising company. 

For both portal giants, 
not to be in India is not a 
choice. Of the 500 million 
Yahoo users in the world 
today, half that number are 
in the us (population: 300 
million), with the remaining 
coming from the rest of the 
world. Clearly, future 
growth will come from out- 
side the Us. And the biggest 
potential is in—yes, you 
guessed right—India and 
China. Says Rosensweig: 
"We see the biggest growth 
coming from outside the us 
and we see India as one of 
the biggest opportunities 
over the next 5-20 years." 

Although India is the smallest market among the 
BRIC (Brazil, Russia, India and China) countries, it is the 
fastest growing. The smallness, explains Jaspreet Bindra, 
Country Manager, MSN India, is not in terms of sub- 
scribers; it's in terms of average revenue per user 
(ARPU), which stands at 50 cents (Rs 23) a year in 
India. “Compare this with newspapers in India which 
monetise their readers at $25 (Rs 1,150) a year. That 
means I’m a one-50th of the newspapers,” explains 
Bindra. In China, the online advertising market is 
$500 million (Rs 2,300 crore) and with about 100 mil- 
lion internet users, the ARPU works out to a better $5 (Rs 
230). Yet, internet companies are excited about India. 
“One of the biggest reasons why companies are excited 
about India is because China is a controlled market, 
where there is censorship on the internet,” says Bindra. 


Category/Top player 





In For The Long Haul 
Their bullishness notwithstanding, the two portal giants 
aren't the biggest players in India, at least not for now. 
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MONITOR, MONITOR ON THE 
DESKTOP... 


Here's a look at the fairest of them all, category-wise. 





According to industry ad 
revenue estimates, Yahoo 
is #4 and MSN India #5. In 
the top two spots are Indian 
internet company, 
rediff.com with estimated 
ad revenues of $13.21 mil- 
lion (Rs 60.76 crore) and 
search giant Google with 
an estimated $10.44 mil- 
lion (Rs 48 crore). India- 
times is a close third with an 
estimated $8.88 million or 
Rs 40.85 crore (see Click 
for Cash). Yet, their sheer 
global size enables them to 
pump resources that will 
put home-grown rivals in 
the shade. Yahoo’s global 
revenues topped $5.25 bil- 
lion (Rs 23,625 crore then) 
last year, while MSN with 
$2.2 billion (Rs 9,900 crore 
then) in revenues, accounts 
for 5 per cent of Micro- 
soft's sales of $44 billion 
(Rs 1,98,000 crore). In fact, 
it wouldn't come as a big 
surprise if either of these 
players made a play for 
some of the prominent 
Indian internet companies, 
provided they got them at a 
good price. 

For both Yahoo and MSN, the biggest share of 
revenues on the internet comes from advertising and 
the Us with online ad spend valued at $12.5 billion (Rs 
57,500 crore) in 2005 is the largest market for such 
advertising. In contrast, India's online advertising 
market is estimated at $50 million (Rs 230 crore). 
Why then are the two portal giants fighting over 
small beer? Says Ramani: "Business today is frag- 
mented and only one-nth of what it can be in a cou- 
ple of years. Monetisation per user is miniscule, but 
over a period of time, all investments will be justified." 
The Internet and Mobile Association of India estimates 
that the online advertising market will grow 35 per 
cent in the next year. 

Besides launching products in regional languages, the 
two portals have also tied up with local players. While 
MSN has tied up with shaadi.com, in August Yahoo, 
along with Canaan Partners, a global venture investor, 
announced a $8.65-million (Rs 39.79-crore) investment 
in Bharat Matrimony. *Yahoo's business model has 
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always been to build, buy or partner the businesses we 
see potential in,” says Rosensweig explaining the deal. 

Increasingly, the two companies are launching 
products in India before they do so in the us. “There 
will be products we will launch only in India. You 
will see us very aggressive and very busy," says 
Rosensweig. MSN's Bindra too follows the same prin- 
ciple. “If I were talking to you a year back,” he says, “I 
might have told you about various products and the fact 
that they are likely to come to India maybe three, 
two or one year down the line. Today, I can tell you 
that almost all our products are launched in India as 
soon as they are elsewhere, if not earlier. In fact, there 
are products being developed specifically for the Indian 
audience," he says, citing the example of user bots 
such as Munnabhai that have become a rage in India. 


CLICK FOR CASH 


Although small, the portals in India are growing at a blistering pace. 











Publisher Ad Revenues* Market Growth 

(S million) Share (‹ (%) 
Rediff — 1321 23 ШИШЕ 
Google 104 200 NA 
Indiatimes 8.88 17.0 КАЛД 
Yahoo 7.94 15.2 278 
MSN > 444 8.5 GEO LI 
Sify 172 33 115 
Regional Portals 1.57 _ 3.0 361 
Zdnet/CIOL 157 30 МА 
Moneycontrol 0944 153 Ж 
Cricinfo 0.31 06 84 
Others 1.20 23 BEND 
TOTAL 52.22 100.0 235 


*For Jan. 2005-March 2006 N.A.: Not available Source: Industry estimates 
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V. Ramani/ Media Turf 

"The top end of internet users, the 
most affluent and well-to-do in India, 
are the language audiences" 


Challenges Galore 

With India's mobile phone subscriber base slated to 
grow to 278 million (or nearly 24 per cent of the 
population) by 2010, Yahoo and MSN are eyeing the 
wireless market. MSN is in talks with cellular serv- 
ice providers and handset manufacturers to provide 
its services in India on the mobile. Yahoo has al- 
ready entered that market as have Indian players 
like Rediff and Indiatimes. 

Neither Yahoo nor MSN disclose revenue data or 
other financial information about their Indian operations, 
yet executives at both companies say they are satisfied 
with the progress of their businesses here. Only six 
years into the market, each claims to have garnered a 
sizeable slice of the pie. Industry estimates suggest 
Yahoo has about 15 per cent of the ad market, while 
MSN has an 8.5 per cent share. Things aren't going to be 
easy, though. For one, ARPU is still low in India. Then, 
broadband costs are high and penetration is low. As is 
the usage of data on mobile phones. Says Rosensweig: 
"These are speed bumps rather than roadblocks." 

With deep pockets and a long-term approach to the 
Indian market, Yahoo and MSN could make life difficult 
for portals like Rediff, Sify and the newly re-launched 
Indya.com. Particularly because some of these home- 
grown players still depend on revenues from other 
sources. Sify, for instance, with an estimated market 
share of 3.3 per cent, continues to depend on services 
such as access, enterprise services and data centres, 
which account for nearly 90 per cent of its revenues. 
Rediff, on the other hand, won’t be a pushover for the 
portal giants. The company launched the new ‘Lightning 
Fast Rediffmail’ in 11 languages in July, ahead of the 
competition, and recently, its instant messenger, Rediff 
Bol, in Hindi. With 45 million registered users, Rediff 
targets Indians worldwide and closed last year with rev- 
enues of around $18.70 million (Rs 84.15 crore) for 
2005-06, when it also posted a small profit ($1.21 
million or Rs 5.4 crore) for the first time in its 10-year 
history. Says Manish Agarwal, Vice President 
(Marketing), Rediff: “Providing innovative services 
that are easy to use, have a high utility value and are able 
to solve a real world problem or substitute a real 
world need is a challenge for all online companies.” 
That, incidentally, holds good even if you are the two 
largest internet portals in the world. Ш 
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MICHAEL MORITZ PARTNER/ SEQUOIA CAPITAL- 





"THE SHREWDER AMERICAN 
INVESTORS ARE PULLING BACK 
ON THEIR INDIA INVESTMENTS” 


MERICAN INVESTORS MIGHT 
think India is an overheated 
market for venture capital, 
but with 35 of its portfolio 
ү companies baving set up 
“outposts in India, Sequoia Capital 
‘had little choice but to step out of 
its den in Silicon Valley and sniff out 
‘the opportunity. And to do that, 
‘Sequoia partnered with Sumir 
‘Chadha and K.P. Balaraj-founded 
 WestBridge Capital Partners in May 
this year “because they know the 
country and business dynamics bet- 
ter than Sequoia ever would” 
Coming in alone, says Michael 
. Moritz, Partner, Sequoia Capital, 
would be like lambs walking into 
the slaughter house. 

Sequoia, through separate entities 
in the us, Israel and China, manages 
funds worth over $3.5 billion 
(Rs 16,100 crore). In India, having 
just closed a $400 million (Rs 1,840 
crore) late-stage investment fund, 
they manage funds worth $750 mil- 
lion (Rs 3,450 crore). The new fund 
hopes to replicate in India the suc- 
cess that Sequoia has seen in late 
stage investment in the Us. “There is 
а common thread running through 
Sequoia’s successful investments 
(Yahoo!, Google, Apple), and a sim- 
ilar one running through the misses 
(Webvan, eToys),” says Moritz, а 
former Time reporter. The better 
investments, he says, are made from 
the place where the brain and the 
belly meet. The bad investments 
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are those where the belly rules and 
the boring investments are the ones 


where the brain dominates. Moritz, 


51, is hoping to increase Sequoia's 
portfolio in India with the first 
kind of investments, irrespective 
of sector. In an interview with 
Business Today’s Shivani Lath, 
Moritz talks about the venture cap- 
ital business, his big bets and the 
India opportunity. Excerpts: 


The Sequoia name has become a way - 
to ensure business success. What does ` 


a business do to catch your attention? 


We want to be an investor in a< 


company for a very long time. Now, 
there is obviously opportunism in 
our business, but our very favourite 
investments are investments in com- 
panies where we think that “Boy, if 
the sun shines and we get fortu- 
nate, we can be shareholders, we 
can still hold these shares 10 years 
from now’. So, some of the very 
best investments we have made that 
has certainly been the case. There 


are a couple of companies where we ` 


bought shares in California in the 
late 1980s, I still own. all the shares 
that were mine 18 years later. So 
those are the best kind of companies 
where we invest fairly early in the 
evolution of the market and the 
chronology of the company. 


For the benefit of companies looking to 


Sequoia for investment, tell us, what are 
you evaluating when a company makes 


a presentation to you? 
It’s a combination of three things. It’s 
the size of the market opportunity, 


how special the product or service is 


that the company provides to its 
customers and the calibre of the 


founders and the management. 


What kind of value can you add to the 


companies. you invest in? 


It varies by company, but we would 
always want the founders to look 
back and feel that one of the best 


decisions they made in the evolu- 
боп of their company was to have 


Sequoia as their partner. This 
means, therefore, that we’re helping 
them in ways that go beyond just 
writing a cheque. I don't want to 
(exaggerate) the extent of our con- 
tribution because I think all com- 
panies that prosper do so because of 
the founding management. But 
there are a variety of ways we can 
help—in recruiting more people, 
with relationships with other enti- 


ties that they want to do business 
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with, which as a small company 
they would have trouble doing. 
We think of ourselves as extensions 
of the company, while not confus- 
ing the difference between being 
an investor and management. 


The venture capital business rewards 
bold, unconventional moves. What are 
your rules in the business? 

The venture business, oddly enough, 
I think, is about not taking too 
many risks. That's a politically inc- 
orrect thing to say, it doesn't make 
for good headlines, but the idea is to 
eliminate as many risks as possible. 
Life is too short to live with risks. 
We want to be able to spot things 
that others either don't see or pooh- 
pooh. In the investment world, it 
doesn't pay to be where everyone is. 


What is your opinion on the venture 
capital business today? 

I think it's a fool’s game. With the 
exception of a very short list, venture 
capital as a category has been a very 
disappointing place for most people 
to invest for a long period of time. 
And for some reason, I think there is 
a whole conspiracy around the ven- 
ture business of people conspiring to 
fool investors and prospective inv- 
estors into thinking that they are 
going to make a lot of money by 
being an investor in venture capital, 
while the history of the last 30 years 
shows that you will not unless you 
are with a very short list of firms. 


Silicon Valley is once again dishing up 
a lot of money to technology start-ups. 
How is it different this time? 

It is a new set of people who will 
lose money. It’s the age old story 
and every time around brings a new 
parade of suckers. 


Venture capital is an intensely com- 
petitive business today. 

It's always been competitive, ever 
since Гуе been in it. 


It was a smaller group back then... 
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That's what everybody says. Гуе 
never believed in this nostalgic look 
through the mirror. If you want to 
be the best in the business, it's a 
very competitive business because 
you've got to beat everybody else. 


How did you land up in the VC busi- 
ness? You used to be a journalist before. 
In my first job, | worked with Time 
magazine for a few years. But I got 
bored and left and started a small 
publishing company. It was through 
this company that I got to know 
lots of people in Silicon Valley and 
I'd also been writing about the ven- 
ture capital business. So I got 
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interested, knocked on a few doors 
of people Га come to know and 
knew a little bit from afar and res- 
pected and I joined Sequoia. 


How did you convince Don Valentine, 
Sequoia's founder, to give you the job? 
There are two schools of thought. 
One believes you have to come out 
of a particular mould to be in the 
venture capital business, you have to 
be a computer scientist; you have to 
work at Intel or Hewlett Packard. 
That is the school to which the maj- 
ority subscribes. Another school 
says it is very hard to tell who would 
be a successful venture capitalist. 
Arthur Rock, a very well known 
early venture capitalist in America, 
had nothing in his background to 
suggest that he would have been a 
successful venture capitalist. Oddly 
enough, some of the most successful 
venture people of the '60s and '70s 
did not have the conventional back- 
ground. And I think, Don, in many 
ways being an open-minded per- 
son, understood that. Being street 
smart and having common sense 
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gets you a long way in the venture 
capital business. 


Sequoia invested in Yahoo when it was 
just two Stanford grads working out 
of a trailer. What potential did you see 
in their company? 

We felt we had been a little late in 
recognising the evolution of the 
internet. We were introduced to 
Jerry Yang and David Filo (Yahoo 
founders) by a friend of ours. It 
was pretty clear that if you were 
effectively operating the front door 
to the internet, it was a very strate- 
gic place to be in. That was the 
reason for the investment, know- 
ing fully well that other people 
could open others doors around 
the rest of the internet. 


Tell us about the big misses as well. Did 
you get caught up in the dotcom frenzy? 
Гуе forgotten them all. | remember 
asking Tom Perkins that question, 
he was the founder of Kleiner 
Perkins (Editor's note: Another 
legendary Valley vc firm) and I 
was on the other side of the 
table... and his answer was, *That's 
when amnesia sets in!" We've 
made lots of mistakes and had lots 
of misses. The venture capital busi- 
ness is a very humbling business. 
Your firm can be associated with a 
lot of well-known companies and 
then for some reason you analyse 
everything and it doesn't work 
out. We were investors in Webvan 
and eToys and these were invest- 
ments that didn't work and we 
lost a tremendous amount of 
money. We have learnt to lose 
money in a lot of different ways. 
We could probably write a book 
on how to lose money. But that's 
also in the early stage venture cap- 
ital business where you are taking 
a fair amount of risk as well. 


The Google investment happened dur- 
ing the dotcom boom. How did that 
come about? 

Google was introduced to us by 
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the founders of Yahoo. This sounds 
odd now, but no one knows how 
the world is going to evolve. Yahoo 
had always used search technology 
provided by other companies and 
they were contemplating a switch 
from their previous vendor but they 
were very apprehensive about 
switching to this little company 
called Google, where although they 
liked the technology, it didn't have 
any backing, it didn't have anyone 
behind it, they didn't know if the 
company was going to be around. 
The Yahoo people were very int- 
erested in having us as investors in 
the company and Google people 
were very interested in having 
Yahoo as a potential customer. 
That's how we ended up as early 
investors in Google. 


How much is the $12.5 million inv- 
estment in Google worth today? 

I don't know. We own about 10 per 
cent of the company (Ed's note: 
At last count, Google's market cap 
was more than $120 billion, or Rs 
5,52,000 crore). 


Sequoia had a presence in India before 
it merged with WestBridge. 

Not directly. One of the things that 
interested us so much about India 
was that so many of our compa- 
nies, for all the predictable reasons, 
had wound up with a footing in 
India. Some of the footings were 
more than just purchase, but some 
of them were also very extensive. 
So, before we had the good fortune 





of connecting with WestBridge, 
there were about 35 companies that 
we had helped organise in 
California that already had opera- 
tions of some sort in India. 


Is it easier to convince investors today 
to invest in an India fund? 

I think it has been. I think American 
investors today understand that a lot 
of money has rushed into India and 
the shrewder American investors 
are pulling back. The shrewdest 
investments and shrewdest investors 
in India will be sitting on their wal- 
lets. Because of their very justifi- 
able concern that this is already a 
very overheated market. 


How does India compare to other dev- 
eloping countries where you operate? 

Well, besides the us, we are here, in 
China, and in Israel. People are 
more interested in India and China. 
I just spent a few days in China 
and there are obviously very big 
differences between the two coun- 
tries, but there is obviously the sim- 
ilarity of two very large emerging 
economies in need or desiring lots 
of products and services which they 
don't have. But if I were younger 
today, I think, I might be in China 
or India and not in California. 8 
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Indian manufacturing is still an 

also-ran globally, but a clutch of 
industries is making itself felt in 
the world markets. n. suipHARAN 


AY ‘MANUFACTURING’ AND THE NAME THAT 

pops up in everyone's mind is China. 

For good reason. According to some es- 

timates, half of the world's cameras, a 

third of air-conditioners and televisions, 
and a quarter of washing machines are manufac- 
tured in China. That gives China, 92 per cent of 
whose exports comprise manufactured goods, a 
share of 6.46 per cent in world exports. What is 
India's share? 0.82 per cent (About three-fourths 
of our exports are manufactured goods). 

Why does manufacturihg in India lag? There are 
several reasons, the major ones being that China 
opened up to foreign direct investment (FDI) more 
than a decade before India did, and thus became the 
global factory for large American and Japanese cor- 
porations. Only between 2003 and 2005, China 
received more than $187.5 billion in FDI, while 
India managed just $16.6 billion. Worse, India con- 
tinued to reserve goods for manufacture in the small- 
scale sector, which today has neither the scale nor the 
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financial muscle to tap global markets. While in- 
dustries have been privatised and items unreserved, 
manufacturers in India continue to be hobbled by a 
variety of issues, ranging from infrastructure to bu- 
reaucracy to higher financial costs (9.5 per cent, 
compared to 4.1 per cent in the Us and 3.7 per cent 
in China, for listed companies between 2002 and 
2004, according to a McKinsey study). Ultimately, 
what the systemic inefficiencies mean is higher cost 
of doing business in India, be it by way of captive 
power plants, greasing palms, or maintaining bigger 
inventories because of transportation problems. *A lot 
of China's growth comes directly from the investment 
in infrastructure," says Kumar Kandaswami, Senior 
Director and a manufacturing industry expert at 
Deloitte Touche Tohmatsu India. 
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It’s impossible to overstate the importance of 
manufacturing to an economy like India’s. First and 
foremost, it can be a major source of employment. 
China’s booming manufacturing sector, for instance, 
sucks in 1 per cent of the farming population every 
year. In India, the figure is estimated at half a per cent. 
If the economy is to grow at 8 per cent-plus, then 
manufacturing, which accounts for (a stagnant) 17 per 
cent of GDP, has to start growing faster than the 8-9 
per cent it has logged in the last couple of years. 
The good news: It seems to be picking up pace. In the 
first quarter of this financial year, manufacturing 
grew at 11.3 per cent compared to 10.7 per cent in 
the same period last year. The hope now is that 
manufacturing growth will cross the double-digit 
figure for the whole of 2006-07. 

But can manufacturing sustain its pace over the long 
term? It depends on how the global economy fares, but 
the government does have a plan in place to kick-start 
the sector. The National Strategy for Manufacturing, 
a comprehensive plan developed by an expert group 
set up by the Prime Minister under the National 
Manufacturing Competitive Council (NMCC), aims at 
a manufacturing sector growth of between 12 and 14 
per cent per annum for the next 10 years. Among 


aims at a manufacturing sector growtl 


12-14 per cent for the next 10 years 





others, the strategy is aimed at increasing the breadth 
and depth of manufacturing, improving efficiencies of 
companies and encouraging cluster activities. As a 
result, NMCC hopes to increase manufacturing's share 
of GDP to 30-35 per cent by 2020. 

It's unlikely the target will be met. There ar« 
simply too many constraints—largely related to 
infrastructure—that need to be overcome. Yet, there 
are a handful of industries in India that have begun to 
become globally competitive because a) they have 
honed their process skills to a great extent, b) have the 
advantage of being vertically integrated, or c) have 
been able to tap into the global supply chain of large 
customers. One test of global competitiveness is the 
ability to withstand foreign competition in home 
markets. Another, the bigger test, is the ability to 
compete with a multitude of suppliers in interna- 
tional markets and win. Apply the second test, and the 
number of industries that can be considered globally 
competitive shrinks—to, by expert consensus, five. 
Which are these? In alphabetical order, auto com- 
ponents, electricals and electronics, pharmaceuticals, 
textiles, and specialty chemicals. Here's a look at 
why these industries are competitive and how they 
plan to build on their nascent gains. 
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The Road From Detroit 


A surge in global sourcing and the boom in 
domestic market have combined to create 
the perfect conditions for auto part vendors 
to bring Detroit to India. 

NITYA VARADARAJAN AND AMAN MALIK 


ATE SEPTEMBER THIS YEAR, AUTO PARTS GIANT 
| eon a former Ford Motor subsidiary, opened 

a $10-million (Rs 46-crore) facility in Chennai. 
Spread over 110,000 sq. ft, the Visteon Services and 
Technical Centre will provide the parent company 
and its joint ventures embedded software for everything 
from audio products to instrument clusters to power- 
train electronics to engine control modules. Why open 
the centre in India and not the us? Two reasons: 
Engineering design services are cheaper by about 70 per 
cent, and the skill levels are high. *With the Indian 
automotive sector poised for unprecedented growth, our 
Indian operations are a critical asset in further 
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Baba Kalyani £ 


“Growth has been coming from both 


the domestic markets and exports” 





There are a little over 500 big component manufacturers, of whom 


472 have the ISO 9000 certification 


Exports are worth $1.9 billion (Rs 8,740 crore), but by 2015 
the figure could touch $20 billion (Rs 96,000 crore) 


l^ third of the component exports go to Europe, a quarter to the US, к 16 e cent 


and 10 per cent, iii to Asia, and Africa and iai East . 
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developing Visteon's competitive edge," Visteon's 
Senior Vice President Bob Pallash said in a release. 
Pallash isn't exaggerating. With some of the 
biggest carmakers like Ford and General Motors 
bleeding, there's unprecedented pressure on vendors 
such as Visteon to cut costs. Manufacturing in India 
costs 30 to 40 per cent less than what it does in the US. 
As a result, more and more of component manu- 
facturing and sourcing is moving to India. Back in 
2001-02, auto part production in the country was 
estimated at about $4 billion (Rs 19,200 crore then). 
Last financial year, it was at $10 billion (Rs 45,000 
crore then). In that time, auto part exports have 
jumped from $578 million (Rs 2,774.4 crore then) to 
$1.9 billion (Rs 8,550 crore), and by 2015 a staggering 
$20-25 billion (Rs 92,000-1,15,000 crore) worth of 
components is likely to be outsourced. Says Baba 


nanufacturers ii [ only about 
10 per cent are of any significant 


t size 


Kalyani, Chairman of Pune-based Bharat Forge: 
“Growth has been coming from both the domestic 
markets and exports. But if you don't put your 
processes in place now, you will never be competitive." 
Despite the boom, there are several challenges that 
Indian suppliers need to overcome. One is that of 
capacity itself. There are about 5,000 auto parts 
manufacturers in the country, but only about 10 per 
cent of them are of any significant size. Two, the 
industry so far has thrived on contract manufacturing. 
That is, the vehicle manufacturer hands out specs 
and the vendor merely makes them. So, original 
design and development skills are severely limited. 
Three, quality is a major concern. Four, most Indian 
vendors are either tier-two or tier-three suppliers, 
with no direct access to the vehicle manufacturers. 
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But if a recent McKinsey & Co. survey of Indian 
and Chinese suppliers is any indication, then Indian 
vendors (like Chinese) are well on their way to 
addressing these issues. The survey points to four 
key findings: Pre-conditions for rapid growth have 
taken root. These are things like operational skills, 
global customer access and factor cost advantages 
that go beyond manufacturing. Two, vendors are 
moving from “module assembly path (read: physical 
assembly of proximate parts) to R&D/integration 
path, which involves designing sub-systems that are 
integrated through technology”. Three, “highly suc- 
cessful suppliers are pursuing aggressive step-outs 
towards exports and/or globalisation”. Four, the top 
suppliers have aspirations of becoming global tier-one 
suppliers and are leveraging M&As overseas to “bridge 
the capability gaps in scale and skill”. 

Indeed. There has been a spate of overseas 
acquisitions in the recent years. Kalyani’s Bharat 
Forge, for instance, has acquired six companies 
abroad in the last five years; Sundram Fasteners, a TVS 
Group company based in Chennai, hasn’t just bought 
vendors abroad (most recently, a German automotive 
fastener manufacturer Peiner Umformtechnik for 
€8.24 million), but set up a facility in China; Sona 
Koyo, a Delhi-based manufacturer of steering systems, 
acquired a 21 per cent stake in Fuji Autotech two years 
ago; and Amtek Auto, another Delhi-based vendor, 
bought a 70 per cent stake in Germany’s Zelter (a 
manufacturer of turbocharger housing) in July 2005 
for about €20 million. Says Suresh Krishna, Chairman 
and Managing Director of Sundram Fasteners: “We 
have an edge in terms of blue- and white-collar 
labour. Skilled work can be done here and at lower 
costs than developed countries.” Kiran Deshmukh, 
coo of Sona Koyo, says that his company plans to 
increase exports from 15 per cent to 45 per cent of 
total production by 2010. 

The McKinsey report says that Chinese and Indian 
suppliers “represent a strong disruptive force on the 
global automotive stage”. In the same breath, it adds 
that the vendors will need to transform their business 
models and build new capabilities. How? There are 
four things the suppliers need to do, according to the 
report. Pick a segment and create global scale in it; 
focus on operational excellence; move from mere 
manufacture of components to design and develop- 
ment of component systems by focussing on R&D; and 
continue to export and acquire companies abroad to 
become more global. 

As for global vendors like Visteon, they will con- 
tinue to move more of manufacturing and design 
work to India. For some of them, low-cost countries 
like India may be their only hope of survival. 
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The Global Industry 


Once given up for dead, India's electronics 
industry is striking back with a vengeance. 
PALLAVI SRIVASTAVA AND RAHUL SACHITANAND 





SECTORAL SNAPSHOT 





aloDali | 
лор 


АББ 


come products Н 
ме only made in India 


1S 





DEEPAK G. PAWAR 


At $12 billion (Rs 55,200 crore), electronic imports far outstrip exports 


of $1.6 billion (Rs 7,360 crore) 


rojected 


Iss 





telecoms equipment giant Nokia started manu- 

facturing at its Chennai facility, but it is already talk- 
ing of doubling headcount to 7,400. Know why? 
For a facility that churned out more than a million 
handsets in its first two months alone, the $150- 
million factory just can’t roll out mobile phones fast 
enough. After all, India is expected to be the world’s 
second largest market (by volume) for mobile phones 
by 2010. Nokia isn’t the only hardware manufacturer 
thrilled to be in the country. A variety of electronics 
manufacturing services (EMS, or contract hardware 
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manufacturers) companies, including Flextronics, 
Solectron, Elcoteq and Jabil have either already set up 
operations in India and are expanding, or on the 
verge of opening shop. In fact, Jabil, a Us-based hard- 
ware manufacturer, will be starting its fifth manu- 
facturing services centre in India by 2007. *We believe 
India will become an increasingly important loca- 
tion to support hardware development and manu- 
facturing for export to the global market,” Jabil’s 
President & CEO, Timothy Main, had said while 
announcing the acquisition of home-grown EMS firm 
Celetronix International in January 2006. 
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Bosch іппоуана 


Technologies that make mobility 
clean, safe and economical. 
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Bosch innovation. Being the world leader in automotive technology 
places a special responsibility on Bosch. Worldwide, Bosch works 
towards a better world by lowering exhaust emissions, increasing 
road safety, and making vehicles economical to run. Invented for life 


In India this commitment has been widely recognised by reputed 
industry bodies and professional institutions. Among many other 
awards, Bosch is the winner of the Auto Component Manufacturer 
of the Year, the Safety and Technology Award, and most recently the 
Corporate Excellence Award. A testimony to the spirit of innovation 
at Bosch. www.boschindia.com 
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Point: For both exports and domestic opportu- 
nities, India is turning out to be a major electronics 
destination. The market for air-conditioners is grow- 
ing at more than 20 per cent, colour televisions and 
microwave ovens are clipping at 10-15 per cent, and 
a whole new market is opening up for products like 
LCD/plasma Tvs and set-top boxes. “While growth will 
continue to come from IT, telecom, consumer elec- 
tronics and automotive industry, demand will also 
come from the boom in the $10-billion (Rs 46,000- 
crore) market for set-top boxes and interactive TV in 
India,” says Vinod Sharma, President, Elcina, one 
of the 25 industry associations. 

That’s a quick and surprising turnaround of an 
industry that not too long ago wasn’t expected to have 
a chance against countries such as Taiwan and China. 
Duties on imported electronics items were rapidly 
falling and today most of them attract zero duty. So 
what changed? Two things: The boom in domestic 
market, and the falling into place of software-led 
electronics ecosystem. The industry is still import- 
dependent, though. Of the $25-billion (Rs 1,15,000- 
crore) annual demand for electronics, the local in- 
dustry is able to cater to less than half of it. Exports are 
a modest $1.6 billion (Rs 7,360 crore). But some 
companies are hopeful of cracking even tough markets 
like China. Delhi-based Continental Device India 
(CDIL), which makes diffused silicon wafers, among 
others, supplies to more than 10 companies in China. 
Some of its customers are also its competitors, but 
since CDIL is a minnow compared to them, the buyers 
don’t feel threatened by it. “If you can’t beat them, join 
them,” quips Pankaj Gulati, Executive vp & СОО, 
CDIL. The company, for instance, makes it a point to 
introduce two new products every six months, while 
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phasing out some of the older ones. 

In another part of Delhi, picture tube manufacturer 
Samtel's Satish Kaura is following a different route to 
the global markets. “Tear down and redesign is the new 
formula for all players in the industry," says Kaura. 
That means, tear down the cost and improve the 
manufacturing cost by increasing production with- 
out increasing the overhead. *Also, design and 
development of new products is an integral part of the 
process now and no company can afford to stagnate at 
this level," he adds. Other players like Moserbaer 
have learnt the art of making seemingly innocuous 
improvements to manufacturing processes to stay 
competitive in the commodity business of optical me- 
dia storage. “Technical superiority, cost competitive- 
ness and product innovation are some of the basic req- 
uisites for survival of any company in this industry,” 
says Ratul Puri, Executive Director, Moserbaer. 

A surging economy and low-cost manufactur- 
ing have been a boon for the electrical industry as 
well. “The industry has been upgrading technology 
and is capable of manufacturing any item and can 
even undertake complex projects on a turnkey basis 
for exports also,” says Sunil More, Secretary General 
of IEEMA, another of the industry associations. Global 
manufacturers like Siemens and ABB don’t disagree. 
The former manufactures a variety of products such 
as switchgear items, electric motors and generators, 
switchboards, control boards, control systems, and 
protection systems in India, while ABB actually has 
products that are only made in India. For example, 
the 72.5 kV outdoor circuit breakers and 11kV to 
40.5 kV medium voltage outdoor circuit breakers and 
magnetic actuators. Interestingly enough, ABB does- 
n’t describe India as a low-cost country, but as a 
high-productivity centre and is currently investing 
$100 million in capacity expansion. Says ABB’s India 
boss, Ravi Uppal: “Anyone who sees India only as a 
low-cost country is missing the bigger picture. India’s 
overall competitive edge comes from a composite 
value proposition in terms of manufacturing advan- 
tages, productivity and a high degree of engineering 
skills.” Adds Juergen Schubert, Managing Director, 
Siemens India: “The competitive position of Indian 
manufacturing industry is driving exports and India 
is slowly becoming the preferred destination for 
sourcing of industrial goods and components.” 

An inverted duty structure (where inputs attract 
higher duties than finished goods) is something the 
electronics industry in particular worries about. Yet, 
the potential for growth is phenomenal. According to 
one estimate (McKinsey), there’s potential to “capture” 
$15-18 billion (Rs 69,000-82,800 crore) worth of 
electrical and electronics export by 2015. 








The Alchemists 


New drugs may be some way off, but India's pharmaceuticals industry has enough 
process skills to make global competitors sweat. E. KUMAR SHARMA 
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India's pharma industry is the fourth largest by volume and 13th largest by value. 
In just five years, exports have more than doubled to Rs 21, 99 crore 
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filing needed for an active pharmaceutical 

ingredient, API, or bulk drug manufacturer) 
received by the us Food and Drug Administration 
(FDA), four come from India. And of every 20 abbre- 
viated new drug applications (ANDAs), or an applica- 
tion to seek an approval to market generic drugs in 
the us, five come from India too. 

India is also home to the largest number of Us FDA- 
certified factories outside of the us. In other words, 
India is a global pharmaceuticals factory that is getting 
bigger and bigger. Five years ago, annual exports 
were about Rs 10,000 crore; today, it's a little over Rs 
20,000 crore. “Costs of production are a by-product 
of efficient manufacturing, and here Indian pharma 
companies are globally competitive,” says Satish 
Reddy, мр & coo of Dr Reddy’s Labs (DRL). “In 
fact, in a few products, Indian manufacturers are 
among the lowest-cost producers.” 

What makes Indian drug companies so competi- 
tive? Years of reverse engineering branded drugs 
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(until 2005, India only recognised process patents and 
not product patents) has resulted in superlative 
expertise in chemistry. To quickly tell you what that 
means, such an expertise allows drugmakers to come 
up with superior processes, scale up in terms of both 
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range and speed of reactions, improve yields, and 
package drugs in a variety of forms. In a fiercely 
competitive industry like pharma, the know-how 
makes a big difference and the larger players see it as 
a way to strengthen their place in global markets. 
Take Sun Pharmaceuticals, for instance. Six years 
ago, international markets accounted for a quarter of 
its revenues, but today they fetch 40 per cent. 
Formulations exports accounted for just 7 per cent of 
revenues back then, today they make up 29 per cent. 
The Mumbai-based company is now adding 


Indian companies continue to have a 
headstart, particularly in the highly 


ed and regulated market 





manufacturing capability in ‘complex’ areas such as 
controlled substances and injectibles, which have rel- 
atively few competitors. "Steps are being taken to 
eventually be completely integrated for controlled sub- 
stances," says a company spokesperson. 

Another Mumbai-based major Cipla too has been 
growing exports at 40-50 per cent a year over the last 
six years. And it is the development and manufacturing 
partner of choice for generic companies like ІУАХ 
and Watson, and has formulations/bulk drug sup- 
ply arrangements with eight generic players in the Us. 
Some other global generic firms have chosen to 
acquire companies. А case in point: Mylan's recent 
acquisition of Hyderabad-based Matrix Labs. 

India's biggest pharma company, Ranbaxy, which 
has also been under tremendous cost pressure, is 
banking on process efficiencies to boost its bottom line. 
“Optimising manufacturing costs is one of our key 
areas of focus. We continuously evaluate and 
implement newer technologies and leverage our 
strong scientific capabilities to squeeze costs and 


extract greater value and efficiencies from our man- 
ufacturing operations," says the company's СЕО & MD, 
Malvinder Mohan Singh. In fact, Ranbaxy has created 
a separate global business unit (GBU) for bulk drugs so 
that the back-end can be looked at in a holistic man- 
ner and “make-or-buy” decisions can be evaluated as 
a means of containing costs. DRL too is investing in 
new cutting-edge infrastructure that will increase 
automation and reduce the possibility of human error, 
thereby "significantly improve our competitiveness in 
the global market", says Reddy. 

Then, there is Nicholas Piramal (NPIL), which 
seems poised to emerge as an important player in the 
custom manufacturing space. In June this year, it 
acquired Pfizer's Morpeth facility, marking its third 
acquisition in the UK after its acquisition of Rhodia's 
inhalation anaesthetics business in December 2004 and 
Avecia's custom manufacturing business in December 
2005. The Morpeth facility comes with a buyback 
agreement with Pfizer valid until November 2011, giv- 
ing NPIL potential revenues of $350 million (Rs 1,610 
crore). With the acquisition of Morpeth, NPIL becomes 
the biggest supplier (in terms of spend) within Pfizer’s 
global contract manufacturing network. 


The China Factor 

What is, however, becoming increasingly important 
is the China factor. Ranbaxy’s Singh feels China is 
emerging as a strong player in the global pharma 
industry. “We see this as an opportunity to source API 
and intermediates from them as a means to lower our 
own cost of production.” While sourcing from China 
may be the right thing to do at the moment, all seem 
quite wary of China. Says Amar Lulla, Jt Managing 
Director, Cipla: “There is a very serious threat from 
China. Not only are they fast learners, but they also 
have a very supportive government,” helping with 
everything from infrastructure to soft loans. Which is 
why, Lulla feels, it is time the Indian government 
began following the Chinese example. The only hur- 
dle China seems to be facing on its way into the 
bulk drugs or formulations market is regulatory com- 
pliance. But it is only a matter of time before China 
crosses this hurdle as well. 

But then as Ranbaxy’s Singh points out, Indian 
companies continue to have a headstart particularly in 
the highly developed and regulated markets, where a 
strong front-end and integrated play remain the key fac- 
tors determinants of competitive advantage. What is 
more, as Reddy notes, “Putting our analytical 
capabilities to work and pushing our research teams to 
go beyond infringement and create proprietary prod- 
ucts does give us a global edge.” That means a global 
blockbuster drug should soon be coming out of India. 
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The Dawn Of A New Era 


Historically, textiles and garments have been India’s star export items, but with 
the quota system gone, the industry seems to have caught its second wind. 


KRISHNA GOPALAN AND AMAN MALIK 


S EXPECTED, THE DISMANTLING OF THE MULTI 
fibre arrangement (MFA), better known in the 
textiles industry as the quota system, has been 


a boon for Indian players. Exports to the us, the 
world’s biggest market, are up 34 per cent and those 
to Europe, 30 per cent. A word of caution before we 
get into the story: Although country-wise quotas 
were removed beginning last year, China, as a special 
case, was forced to cap its exports. For instance, as part 


SECTORAL SNAPSHOT 


of its entry terms into the World Trade Organization 
(WTO), it is required to keep its clothing export 
growth to the US under check until 2008. That, in 
turn, has created room for other suppliers from 
India, Pakistan and Bangladesh. *Everybody is talking 
big on investments today," says B.K. Goenka, Vice 
Chairman and Managing Director of Welspun. 
"About seven-eight years ago, investments to the 
tune of Rs 100 crore and 25,000 spindles were 


India is the second largest player in the world cotton trade, the third largest producer 
of cotton fibre and the fourth largest in polyester yarn production 


Exports are up to $17.08 billion (Rs 78,200 crore) from $11 billion 
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considered large (but not anymore)." 

According to a CIT! (Confederation of Indian 
Textile Industry) survey, after the abolition of the 
quota regime last year, a majority of composite mills 
had initiated expansion, and modernisation plans. “Of 
the $490 million (Rs 2,254 crore) to be invested in the 
spinning sector, 65 per cent will go into capacity 
building; 25 per cent and 4 per cent will be for mod- 
ernisation and forward integration, respectively,” 
the survey notes. In terms of activities, the major 
investments are expected to be in spinning, home 
textiles, processing and garmenting. “The present 
capacities available in garment manufacturing is 
inadequate to meet the growing demand,” says 
Vikram Rao, Director, Madura Garments. 

There are three drivers of this investment. One, 


Indian garment exporters need to focus on 
sourcing and manufacturing efficiencies 
ipart from design and innovation 





of course, is the boom in export market; two, the 
surge in organised retail in India that has fuelled the 
demand for branded apparel; and, three, a spurt in 
‘win-win’, foreign joint ventures, that offer assured 
access to global buyers and the foreign partner, 
access to low-cost, high-quality clothing, textiles and 
yarns. Compared to the other four industries in this 
survey, textiles (perhaps with the exception of 
pharmaceuticals) is the most integrated industry. 
India is the world's second largest producer of cot- 
ton (although it is the largest cultivator of the 
crop), and also the second largest producer of 
yarn. Needless to say, labour costs are among the 
lowest in the world. *Ten years ago, our products 
were considered inferior. Technology has moved us 
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up," says Gautam Singhania, Chairman and 
Managing Director of Raymond. Singhania should 
know. Just this August, Raymond struck a 50:50 jv 
with ОСО NV of Belgium to set up an international 
denim manufacturing company. To be called 
Raymond исо Denim, the уу will have manufac- 
turing facilities in four capacities with a total fibre 
capacity of 80 million metres per annum. Raymond 
also recently renewed its contract with Japan's 
menswear retailer Konaka & Co. for three years, en- 
tailing the supply of 150,000 suits a year. Says 
Sachit Jain, Executive Director of Auro Spinning 
Mills, part of S.P. Oswal's Vardhman Group: *The 
industry is at a point of inflexion.” 

While the industry has been growing over the 
last few years, the challenge now is to take India to the 
next level and make it globally competitive. According 
to Welspun's Goenka, for that, India will need scale, 
skill, processes and efficiencies. Most Indian gar- 
ment exporters, for instance, operate as contract 
manufacturers and, like in auto components, need to 
focus on sourcing and manufacturing efficiencies, 
apart from design and innovation. It's quite likely that 
the industry will eventually have manufacturers in all 
the three categories (those focussed on contract man- 
ufacturing, process efficiencies and innovation), but the 
larger players will need to be all three. 

Once again, the local retail boom may prove a cat- 
alyst. As a recent DsP Merrill Lynch report points out, 
textiles and clothing account for 40 per cent of 
organised retail. *We expect the growth in textiles 
and clothing, particularly branded apparels and fur- 
nishings, to continue over the next few years due to 
a burgeoning middle class...and also the emergence 
of the mall culture," the reports notes. Like in other 
industries, a robust domestic market is vitally 
important for global competitiveness. It not only 
enables large volumes and hence lower costs, but also 
acts as a cushion against any slump in global demand. 

China, however, will continue to be the 900- 
pound gorilla in the global textiles/garments industry. 
A look at the share of the world cotton made-ups 
export market reveals that China has a market share 
of 27 per cent, while India's contribution is 16 per 
cent and Pakistan is a close third at 14 per cent. 
While concerns of local manufacturers in the US 
and Europe may slow the Chinese juggernaut down, 
they can't stall it. ^In this industry, a 30 per cent 
growth rate is the benchmark. If you are having 
growth rates lower than that, you are in trouble," says 
Goenka. Adds Singhania: *We have a long way to go, 
though the opportunities are huge. One thing can be 
said and which is that the sector is headed in the right 
direction." It does seem so. 
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SPECIALTY CHEMICALS 


Taking China Head On 


Specialty chemicals account for 
only $9 billion of the $36-billion 
chemicals industry in India 





This is another industry where the twin advantages of low cost and chemistry 
capability are opening up new global markets for manufacturers in India. 


SHALEEN AGRAWAL AND SHIVANI LATH 


ANT TO SEE R&D-DRIVEN MANUFACTURING in 
action? Drop by at Jubilant Organosys’ 
facility at Gajraula in Uttar Pradesh. One of 


the two specialty chemicals factories that the Delhi- 
based company runs, it’s a live example of how 
Indian manufacturers are taking Chinese rivals, who 


SECTORAL SNAPSHOT 


have a dominant share of global exports, head on. 
About two years ago, Jubilant’s Head of specialty 
chemicals business, S.N. Singh, was a worried man. 
One of their top-selling specialty chemicals had sud- 
denly come under fire from the Chinese. Compared 
to Jubilant's sticker price of Rs 2,500 per kg, some 


India's specialty chemicals industry is expected to grow at a CAGR of 15 per cent 
compared to global industry projected rate of 7.5 per cent 


In 2007, the Indian specialty chemicals market will be worth $1 1 она 
(Rs 60,600 crore), Немеке ini billion (Rs. 13,800 crore) of онн 
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Chinese manufacturers had started selling the same 
product at less than half the price (Rs 1,200 per kg, to 
be precise). Threatened with a loss of market, 
Jubilant's chemists went back to their vats and beakers 
to find ways to cut production costs. After three 
months of R&D, they came up with a manufacturing 
process that allowed them to sell the same specialty 
chemical at a price lower than that of the Chinese. 
“This business is knowledge-driven, and you have to 
continuously innovate to stay ahead of your com- 
petitors," quips Jubilant's Singh. 

The chemicals business can be broadly divided into 
three categories: Basic, specialty and high-end. 


0 


Issues such as environment, health and 
safety have assumed importance for 


Indian specialty chemical makers 





Specialty chemicals, which go into things like adhesive 
sealants and plastic additives, are produced in smaller 
quantities compared to bulk chemicals, and demand 
a high degree of technical input and R&D. 

Therefore, while India's chemicals industry is 
$36-billion (Rs 1,65,600-crore) big, specialty chem- 
icals account for only $9 billion (Rs 41,400 crore). But 
like in pharmaceuticals, global industry dynamics 
are changing, and the big players are expected to either 
shift manufacturing to low-cost countries or buy 
from them. The reasons are all familiar: Profits of 
manufacturers in the West are under pressure; a lot of 
user industries are shifting factories to Asia, forcing 
their suppliers to tag along; and, more importantly, 
manufacturers in countries like India and China have 
matured rapidly in terms of their competence. In 
India's case, a better intellectual property regime 
starting 2005 is an added attraction for manufac- 
turers abroad to outsource production. 

That said, the industry still has a long way to go. 
India has traditionally had a fragmented chemicals 
industry and that continues to be a competitive 
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hurdle. *Even though India had a significant domes- 
tic market for some constituents of chemical industry 
like dyestuffs, it never got translated into economies 
of scale in manufacturing," points out Sunil Lalbhai, 
MD & CEO of Atul, an Atul-based (Valsad district, 
Gujarat) manufacturer of specialty chemicals. “As a 
result, China has beaten India in this game.” Besides, 
within the value chain, there are inverted duty struc- 
tures for intermediates and finished goods, leading to 
high input costs for some producers, who are then ren- 
dered unviable even if they are efficient. Power apart, 
“the rigid labour laws are making it very difficult to 
restructure businesses and this has led to increased 
inefficiencies”, notes Lalbhai. 

Jubilant’s Singh points out that even ‘softer’ issues 
such as environment, health and safety (EHS) have 
become very important. Traditionally, Indian com- 


` panies have paid little attention to EHS, but these 


days it is considered a hygiene factor. Just like cus- 
tomers abroad frown upon use of child labour, they 
shun manufacturers who aren’t environment- and 
labour-friendly. “The concept looks at a business’ 
impact on the triple bottom line of economy, envi- 
ronment and society,” says Singh. 

One of the reasons why manufacturers in India are 
competitive is the large pool of engineers and chemists. 
At least in the case of low-volume, batch-processed 
chemicals, that is a big advantage. Companies, how- 
ever, fear that to maintain India’s edge, the country 
needs to churn out larger number of skilled and 
unskilled workers. Among the solutions, they say, is 
to enhance the collaboration between industry and 
academia for innovation, and to step up supply of 
skilled workers. “The way things are moving, it is 
expected there will be an acute shortage of talent 
within five years,” says Singh. If manpower costs go 
up without any significant gain in process or product 
breakthroughs, then competitiveness of Indian man- 
ufacturing will suffer across the board. 

No wonder, people like Lalbhai of Atul say that the 
path ahead for this industry has to be different from the 
one India has followed so far. To build global com- 
petitiveness, he says, India requires a multi-pronged 
approach and a comprehensive strategy to address cru- 
cial aspects of infrastructure, technology and invest- 
ments. “First, we must encourage and enable existing 
investments to restructure and become competitive,” 
says Lalbhai. “This may mean an exit from one loca- 
tion or from one product line to another. 

However, rigid labour laws prevent this logical step 
towards competitiveness. Lalbhai’s lament may sound 
all too familiar, but it carries an important message: 
When you are fighting in the cut-throat global mar- 
kets, every millimetre of strategic elbow room counts. 
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The Innovation Imperative 


How long can Indian manufacturing bank on its low-cost advantage to compete global ly? At 
least another 20 years, say experts. Yet, the smarter manufacturers are already treating 
product and process innovation as Job One. BALAJI CHANDRAMOULI 
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^ In pharma manufacturing, 

б research is aimed at 

2 developing better processes 

R&D SPEND 

N THE DOG-EAT-DOG WORLD OF OPTICAL MEDIA STORAGE, BY INDUSTRY 
Moserbaer follows a simple strategy to stay relevant. It Pharma tops the chart by far. 
relentlessly innovates. To do that, the Noida-based manu- 


facturer of CD-ROMs and DVDS has tie-ups with top companies Pharmaceuticals 2,096.47 


pies the world, including HP and ИТ Delhi. Tbe alliances allow Automobiles 618.40 
oserbaer to not just develop new products, but also proprietary T 55 
processes and equipment. The irr tie-up, for instance, is aimed at Electricals 193.90 
finding a breakthrough in media storage capacity. The deal with Chemicals 53.37 
HP resulted in the development of a *LightScribe" technology, Ea 

which enables labels to be written on the disc surface with the same Electronics 35.91 
drive that reads and burns information on it. Moserbaer is also part Textiles — lp ПИНК) 
of the standards setting body for the next generation рур record- Grand Total 3,032.55 


ing technology, Blu-ray, which will allow 27 GB of data to be com- 


. , . Figures in Rs crore for 2005-06 Source: Capitaline 
pressed into one disc. The company, which has an 18 per cent ` К 
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share of the global optical media storage market, invests 
2-3 per cent of its revenues on R&D. It may not seem 
like much, but the fact is that it has allowed Moserbaer 
to reinvent itself time and again. It was born as a 
manufacturer of time-recording machines 23 years 
ago, went on to become a maker of computer floppies 
just three years later, and in 1999, transformed into a 
manufacturer of recordable optical media, starting 
with CDs and then DVDs. The short point of the long 
story: In an era where technology changes every few 
years, innovation may mean the difference between sur- 
vival and extinction. *The cost competitiveness of our 
R&D ensures that we don't lag behind our competitors," 
says Moserbaer's Executive Director, Ratul Puri, 
alluding to the wafer-thin margins in the business. 
Not every company in India is a Moserbaer. For 
good reason: they don't need to be. Innovation is 
purely a function of the industry dynamics, which also 
determines the nature of innovation. Pharmaceuticals 
may demand continuous innovations in manufacturing 
processes, but in textiles, the gains may be more in 
developing a value-added product like, say, stain-proof 
fabric. In some other industries like auto components, 
it may not make commercial sense (even if it were 
possible) for an Indian vendor to try to develop an 
alternative to, say, anti-lock braking system. A better 
strategy would be to move from wheels to wheel 


THE GLOBAL R&D STACK-UP 
Most of the little money India spends on R&D... 
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| China 10893 12549 13963 
Japan 119.84 12333 12640 
India 4647 5288 5784 

4 France 4358 4446 4543 
Germany 5196 5284 5364 
UK 3564 3678 3788 

<) Brazil 2387 2822 3262 


*Forecasts 


Source: R&D Magazine, Battelle, OECD, World Bank 


systems. After all, manufacturing is moving from west 
to east not because India and China are centres of 
innovation. Rather, it is because they are countries 
where manufacturing can be done more cheaply. Says 
Shirish Sankhe, a partner at McKinsey’s Mumbai office: 
“Innovation-based exports can be 10-15 per cent of the 
overall exports, but the rest of it will be driven by 
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modelling and prototyping 





the cost arbitrage, and I don’t think that will change for 
the next 20, 30, or even 40 years.” 

But as India’s ВРО industry has discovered, off- 
shorers quickly come to take low cost as a given. 
Their question thereafter, every time the contract 
comes up for renewal, is ‘what more can you deliver?” 
So, process innovation becomes far more important to 
keep the customer. That's true in general and also of the 
five winning industries featured in this survey. Take a 
look at how each of these industries is managing the bal- 
ance between low cost and innovation: 


Auto Components: From Parts To Systems 

In this sector, the cluster approach adopted by auto- 
mobile manufacturers to develop an ancillary industry 
has catalysed innovation and growth. But the innova- 
tions are more in the nature of design and cost reduc- 
tion measures, and value engineering. With greater 
integration of software into vehicles, auto part manu- 
facturers need to invest in this direction, argue analysts. 
Furthermore, says Vishnu Mathur, Executive Director 
of industry association ACMA, "There is a significant 
degree of proprietary technology in the auto sector like 
anti-lock braking systems (ABS). Although available for 
a price, by developing such technology, companies 
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Figures in per cent Source: R&D Magazine, Battelle, UNESCO 
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can improve their competitiveness in the marketplace." 
No doubt, technology and capital is available for a price. 
But in the manufacturing sector, this price is enough to 
blunt the competitiveness in the marketplace. *How do 
you expect the Indian businessman to spend on R&D 
much more than he is already doing?" asks Bharat 
Forge Chairman, Baba Kalyani. “About 80 per cent of 
the vehicles produced in India are not designed here. 
Besides, the biggest problem with the industry is that it 
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is capital intensive and return on investment comes only 
over time." Therefore, instead of plunging into ambi- 
tious but risky product innovation efforts, the industry 
would rather do things that push them towards systems 
delivery. *The next stage of development would see 
design and development, 3D modelling, and proto- 
type development," says A.K. Taneja, President, ACMA. 


pecialty Chemicals and Pharma: 

O ls ton Is The Buzzword 

In specialty chemicals, process and product R&D is 
extremely important. At Atul, for instance, every busi- 
ness unit has its own R&D team. Why? To respond 
quickly to market demands. In 2004-05, Atul's R&D 
team developed approximately 70 processes and the 
company commercialised about 40 processes. Close to 
30 processes were improved with respect to raw 
material and utility usage, batch cycle time and waste re- 
duction. Just like in fine chemicals, the process devel- 
opment in pharma is aimed at optimisation—that is, fig- 
uring out how to make a product perform better, fail- 
ing which, how to make it cheaper. This is vitally 
important in the case of contract manufacturing. 
Although basic research is happening to an extent, it will 
remain small simply because it's a vastly more expen- 


sive and risky than what pharma companies can afford. 
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So, till the time they build sufficient financial muscle, 
drug makers will continue to pick the low-hanging 
fruits in generic drugs, which are copies of off-patent 
branded medicines. According to India's biggest pharma 
company Ranbaxy, the global generics market oppor- 
tunity between 2006 and 2010 is estimated at a stag- 
gering $60-70 billion (Rs 2,76,000-3,22,000 crore). 


Electronics: It's All About Design And 
Manufacturing 

If you are in the electronics business, there are typically 
three options: Contract manufacture, design and man- 
ufacture, or design, manufacture and brand. As the 
Moserbaer example illustrates, it's not easy to be in the 
third category. Which is why Moserbaer, besides sell- 
ing CDs and DVDs under its own brand, also contract 
manufactures for all the 12 leading manufacturers in the 
world. Others like Samtel, which makes picture tubes, 
also sell to competitors. In fact, Samtel has turned its 
survival strategy into a slogan: Tear down and redesign. 
That is, tear down costs and make manufacturing 
competitive by improving production without increasing 
the overhead. Don’t sneeze at Samtel’s strategy. With 
cost pressures mounting on global branded electronics 
companies, they will be sending more and more orders 
Samtel’s way. 

What about textiles? The organised sector’s share of 
fabric production is a measly 3 per cent, so forget 
about R&D. But as more and more buyers shift to 
India from China in a bid to diversify their country risk, 
there will be pressure on the big apparel manufacturers 
and fabric suppliers to focus on design and product in- 
novation. Like McKinsey’s Sankhe says, the low-cost ad- 
vantage isn’t going away in a hurry, but just the same, 
smart R&D is clearly the need of the hour. 

ADDITIONAL REPORTING BY SHIVANI LATH IN 
MUMBAI AND AMAN MALIK IN NEW DELHI 
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To spur investment in 
manufacturing facilities 
government urgently needs 
to provide infrastructure 
such as roads and ports 
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Help Manufacturing 


From taxes to infrastructure to regulations, there’s a lot the 
government can do to help manufacturers in India. BALAJI CHANDRAMOULI 


IFTEEN YEARS AFTER THE GOVERNMENT OF INDIA 
started the process of getting out of India Inc.'s 
way, it still plays a decisive role in industry's for- 
tunes. But there's a crucial difference between then and 
now. Prior to the 90s, the government was the regu- 
lator. It told companies what they could and couldn't 
do, and it also controlled markets by limiting capaci- 
ties, mandating licences and setting taxes. It still de- 
termines industry competitiveness by tinkering with im- 
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port duties and local taxes, but the role it is now ex- 
pected to play is that of a facilitator, not regulator. In 
fact, all the CEOs that BT spoke to for this survey, had 
a list of things they would like the government to 
fix. For instance, Sunil Lalbhai of specialty chemi- 
cals manufacturer Atul lamented India’s rigid labour 
laws (“procedures for settlement of labour issues re- 
quire frequent interventions from the government and 
that can take three to 10 years”, he told us), picture 
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tube maker Samtel's Satish Kaura was upset with the 
free trade agreements (FTAs) the government was sign- 
ing outside of the World Trade Organization (WTO) 
framework (*The Thailand FrA has led to several 
anomalies for us. While the import duty on a picture 
tube from Thailand is zero per cent, the duty on 
importing picture tube glass is at 12.5 per cent," he 
complained), and foreign manufacturers, although 
happy with the changes over the recent years, thought 
more reforms were needed. “The key bottleneck is yet 
the time taken to clear large projects. I must say that 
there is a huge improvement over the last few years, 
but a lot needs to be done still," Siemens India's 
Juergen Schubert told us. Based on industry inputs, 
we've compiled a list of five issues the government 
must address beginning yesterday if Indian manufac- 
turing is to become globally competitive. 
Infrastructure: It’s a well known problem, but so 
important that it needs repeating. To ensure that man- 
ufacturing facilities are created, the government needs 
to provide associated infrastructure like wide roads, big- 
ger and better airports, and ports for exports. “If I take 
into account the extra time and money spent on tran- 
sit of my goods, there is an extra 7 per cent burden on 
the selling cost when compared to my Asian competi- 
tors who face no such difficulties,” says Kaura. 
Regulations: Transaction costs and processing time 
of proposals need to be pared. Labour laws need to be 
overhauled. In China, companies can hire and fire at 
will, but in India regulations ensure that the process 
becomes long-drawn if not impossible. For new (for- 
eign) investors, that is a big concern. In communist 
Vietnam, for instance, investors’ interaction with the 
state and its philosophy is limited to the extent that the 
critical checklist includes only two entries—invest- 
ment quantum and job opportunities. And, there is no 
state-supported labour union to drag down efficiency 
or improve the worker’s bargaining power. 

Power: There’s a chronic shortage of power in the 
country, forcing industry to invest in captive power 
generating units. Needless to say, that adds to the 
costs and blunts competitiveness of industry. 
“Uninterrupted power generation is very important 
for the electronics industry. There are compo- 
nents/products that break down completely if there 
is a power failure,” says Pankaj Gulati of Continent 
Device India (CDIL), a manufacturer of silicon semi- 
conductor devices. The situation can be improved by 
hastening power sector reforms—eliminating theft 
and technical losses and simultaneously reducing 
the subsidy bill. Given the abundance of coal and ev- 
idently, gas, in the country, power costs at the gen- 
erating end ought not to be more than Rs 1.80 per 
unit. However, by the time the electrons travel to in- 
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dustrial consumers, they become far more ехреп- 
sive—close to thrice the generation cost. Not sur- 
prising, since industry subsidises domestic and farm 
power. In view of this, a good part of the industry has 
migrated out of the grid and set up its own captive 
units that are often inefficient since they lack scale. 
Taxation: The government needs to review the taxation 
structure in all the manufacturing sectors where the duty 
structure is inverted—taxation on the raw material is 
higher than that on the finished product. That's not just 
a problem for the textiles industry, but also picture tubes 
and chemicals to an extent. 

Innovation: There's an urgent need to improve the net- 
work between state-owned research institutions across 
the country and provide more resources to fund 
research in the pharma sector. The big pharma com- 
panies in the us vaulted on the back of research 


A chronic power short- 


torced industry 
) captive units 


age has 
to set uj 


funded by the state decades ago. (Most of the block- 
buster drugs were actually developed at government 
labs.) Hence, government needs to catalyse public-pri- 
vate partnerships in pharma R&D in the country. 
National pharmaceuticals policy needs to be finalised 
quickly, striking a balance between making medi- 
cines affordable and keeping the sector attractive. 
While the government has an obligation to keep the 
price of medicines affordable, it should not do so at 
the cost of violating intellectual property rights of 
pharmaceutical companies. 

It's impossible to exaggerate how important these 
issues are to industry. India is at a happy juncture 
where the world wants to give it business. It would be 
a pity if the business ended up going elsewhere because 
the country couldn't address some basic problems. 8i 
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Winning the prestigious CAPEXIL award for exports it’s a recognition for our never ending effort to excel. 


isn't easy, and such a win should be duly celebrated. Which also explains why MMTC was the first PSE to 
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MMTC is proud to have Mr. Sanjiv Batra 
as the new Chairman and Managing 
Director from 1st August 2006. Mr. Batra 
brings with him a wide and varied 
experience having spent about 12 years 
in International Trade in BHEL before 
joining MMTC. He has worked with 
MMTC in India as well as with its 
subsidiary, MMTC Transnational Pte. 


Mr. Sanjiv Batra, 
CMD, MMTC 





But winning it 15 times in a row? Now, that's a little too be awarded the '5 Star Export House' status by the 
much, isn't it? At MMTC, we have achieved exactly that, government. To know about our various achievements 


winning the award year after glorious year. Indeed, and more, head straight for www.mmtclimited.com 


MMTC Limited, Core 1, SCOPE Complex, 7, Institutional Area, Lodhi Road, New Delhi-110003. Tel.: 91-11-24362200. 


mudra 2009 











Ltd., Singapore for 20 years. His last 
assignment was as Director (Marketing) 
in MMTC. 

Mr. Batra holds an engineering degree 
from НТ Delhi, having graduated with 
honours in 1971. He is an MBA graduate 
from the Faculty of Management Studies, 
Delhi and has also acquired a post 
graduate qualification from ИЕТ. 
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Indian Tourism 





Madhya Pradesh has something for every kind of tourist—history, culture, 
nature and wild life. We bring you some snapshots 


Ocated right in the heart of India is 

the state of Madhya Pradesh. With 

its vantage location, it has witnessed 
historical, cultural, architectural influences that 
have contributed in making the state unique. 
Nature too, has blessed the state in plenty. And 
what all these add up to is a tourist experience 
that cannot be easily found elsewhere. 


Architectural Heritage 
History thrives in each corner of the state. 
The monuments of Datia, located on the 
Delhi-Chennai highway, are as ancient as 
the Mahabharata period; while the history of 
Gwalior goes back to 8 A.D. The Sanchi stupa 
and the Khajuraho temples have attracted 
thousands to this state. The Mauryan king 
Ashoka started getting the stupas built in the 
3rd century B.C. While the Chandela Rajput 
kings made 85 temples near Khajuraho, 
over a thousand years ago and they are 
now known all over the world for 
their rich carvings. 

Madhya Pradesh j z 
has had the ü 










unique opportunity to see four religions mingle 
and exist peacefully on its land—Buddhism, 
Jainism, Hinduism and Islam. This explains 
the rich culture, the stunning sculptures and 
relics that lie strewn all over the state. 

Bhopal, the city of lakes, is the capital of the 
state. It is situated on the site of an 11th century 
city, Bhojapal, founded by Raja Bhoja. Bhopal 
today presents a multi-faceted profile. With the 
state government's efforts, the capital has come 
to be very well connected with the other tourist 
spots like Bhimbetka, Sanchi, and Jabalpur 
in its east and Ujjain, Indore and Mandu in 
its west. Omkareshwar and Panchmarhi are 
located to the south of the city. 


A Feast Of indian Culture 

If architecture is not your cup of tea, then 
there are the weeklong cultural festivals 
that attract audience from all over 
the world. Khajuraho, 
organizes the 
world famous 
‘Festival of 
Dances’. 





It brings together the best from all forms of 
classical dance to create the most exquisite 
extravaganza in the country. The renowned 
‘All India Kalidasa Festival, Tansen Music 
Festival (Gwalior), Lokrang(Bhopal), Alauddin 
Khan Samaroh (Maihar) are a few of the other 
festivals in the state. All of these are held in the 
winter months in different cities. 


The Wilderness 

Numerous rivers run all over this land, the 
important ones being Narmada, Chambal, 
Shipra, Mahanadi, Indrawati and  Tapti. 
Narmada is the oldest river of India. The 
Chambal valley is one of its kind, with a 
restless river, deep ravines and the legends of 
dacoits that still echo in the hills. Its rugged, 
untamed wilderness encourages nature lovers 
to explore its landscape. 

Madhya Pradesh has acres and acres of 
greenery. Kanha, Bandhavgarh, Satpura are 
a few such forest areas. As one steps in the 
forest region, sal and bamboo trees bend 
down to give a warm welcome. It is in fact 
heart warming to discover that the state has 
succeeded in maintaining as many as twenty- 
one wild life sanctuaries and ten national 
parks. Madhya Pradesh offers its tourists 
the greatest variety in wildlife right from the 
ferocious tiger and leopard to the gaur, chital, 
sambar, nilgai, chinkara, barking deer and wild 
boar. The barasingha has been saved from 
extinction and its numbers have multiplied in 
Kanha National Park. а 
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At Pachmarhi, the “Queen of the Satpuras’, 
there is a wealth of natural beauty. And the 
best way to see all of it is on foot. 


Mandu, the “City of Joy’, is surrounded by 
defences, both natural and manmade, and 
you would need more than just a brave heart 
to climb over and about them. 


Gwalior boasts of one of the largest forts in 
India. That’s about 3 sq km of walking. 


Bandhavgarh, Kanha, Panna and Pench 
are famous for their tigers, and tracking 
down one can be as rewarding as it is tiring. 


At Bhimbetka, now a World Heritage Site, 
you can see prehistoric rock-shelter caves, 
and then you can study the intricate 


paintings done on them more than 
12,000 years ago. 







At Shivpuri you can sce the imposing 
Scindia Chhatris, and also the minute 
embellishments on each of them. 


the Raja Mahal as well as the 
beautiful Laxminarayan temple 
deserve close scrutiny. 


With its hidden destinations, here you 
will end up going to a lot of places and 
doing a lot more things you hadn’t planned 
for, like taking the romantic Lake Princess 


Madhya Pradesh Tourism welcomes you to find out more at www.mptourism.com. Meet us at: Madhya Pradesh State Tourism 
Development Corporation Ltd., Paryatan Bhawan, Bhadbhada Road, Bhopal 462 003. Tel: 0755-2778383/2774340/42. Email: 
| info@ mptourism.com. Call or meet us at: New Delhi: 011-23366528, 23341187, 32599000. Email: mpstdc @vsni.com; Mumbai: 
022-22187603, 32539000. Email: tourmp_mumbai@hathway.com; Ahmedabad: 079-26580449, 32939000. Email: 
mptahd Q icenet.co.in; Kolkata: 033-22833526, 32979000. Email: тріоиг@ cal2.vsnl.net.in; Hyderabad: 040-32939000. Email: 
mpthhyderabad Q sanchamet.in; Nagpur: 0712-2442378, 3259000. Email: mptourism Q eth.net. You can also call us on our Той 
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At Orchha, the vibrant murals of 
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cruise at Bhopal, which is popularly 
known as the lake-city. 






Chanderi and Maheshwar are 
home to beautiful brocades, 
muslins, silks and handwoven 
sarees. Bhopal combines its 
scenic beauty with its famous 
bead and zariwork. Bagh is 
known for its varied colour in 
natural-dyed hand-block prints. 


Remember that your wife knows all this too. 


The beauty, the splendour, the stories, the 
histories, the romances, and the variety of 
experiences that is Madhya Pradesh, cannot 
be captured in photos. It can only be appreci- 
ated, wondered at, seen, felt and experi- 


enced. And of course. 





remembered and revisited. 
So, if you want to share 
your travels with friends 
back home, ask them to 
experience it themselves. 


Besides, it helps if your 
hands are free when you climb the stupen- 
dous heights of Pachmarhi, negotiate the 
steps up to Roopmati's pavilion at Mandu, 
carry all the sarees your wife buys at Chan- 
deri, or go river-rafting at Orchha. 

Well, now that you know what 


Madhya Pradesh is all about, 
come prepared for it. 


The heart of 
| Ineredible India 
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IF YOU READ THIS CAREFULLY, 
YOU CAN ALMOST PREDICT 
THE CHAMPION OF 
THE CHAMPIONS TROPHY. 





PRESENTING THE INDIA TODAY CHAMPIONS TROPHY VOLUME. 


Second only to the ICC World Cup, the ICC Champions Trophy is coming to 
India. And INDIA ToDAY is all geared up to feel its pulse and catch the 


INDIA 
excitement, INDIA TODAY's Champions Trophy Volume brings a complete guide 
to who is in form, head-to-head statistics, expert columns and in-depth 
features. In short, if you read this carefully, you can almost figure out who the Making Sense of India 
winner will be. So hurry! Get your copy now. 


INDIA TODAY CHAMPIONS TROPHY VOLUME. ON SALE NOW. 
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ICICI Bank Credit Cards. | 
India's First Free for Life Credit Cards. 
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А Free for Life Credit Card for Every Indian. 


Experience unlimited freedom with India's first 'Free for Life' credit cards 
from IC ICI Bank. Unlike other credit c s that charge you annual fees after 
the first year, ICICI Bank Credit Cards are free for your entire life. Which means ICICI Bank 
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A Fund For All Seasons 


Come fair weather or foul, these funds have delivered returns to 


investors. Should you be investing in them? 


ITH THE SENSEX 

hovering over 

12,000 as this 

magazine goes to 

press (12,366.91 
on September 27), late starters 
like Sudharshan Nambiar (name 
changed) are not too sure about 
investing in mutual funds (Mrs). 
“Is this the right time to invest in a 
fund?" ask Nambiar and his ilk. 
"And if yes, then which fund 
should we pick?" 

"Anytime is a good time to inv- 
est in mutual funds," says Hemant 
Rustagi, CEO, Wiseinvest Advisors. 
“Investors cannot and should not try 
to time the market; they should 
discipline themselves and invest reg- 
ularly to build wealth." The man is 
right: the sooner you start, the 
longer your money can work for 
you. And regularity helps: a 


systematic investment plan (SIP) is 
light on the wallet, ensures that the 
investor isn't timing the market and 
comes with the added benefit of 
rupee cost averaging. Still, the orig- 
inal question remains: what are the 
funds an investor should target? 

Business Today trawled the МЕ 
firmament for funds that investors 
can invest in at any point in time, 
irrespective of how the market 
moves. These funds are perfect not 
just for investors like Nambiar, but 
also for high net worth individu- 
als (HNIs) who aren't exactly new to 
the game. “They are dream funds,” 
says Dhirendra Kumar, CEO, 
Valueresearch. “They rise more 
than their peers in a rising market 
and fall lower than others in a 
falling market.” 

Before we get on to these funds, 
some preliminaries: investors, 


MAHESH NAYAK 


especially first-time ones who aren't 
exactly acquainted with the basics, 
need to go through a few steps (rec 
ommended not mandatory). One, 
they need to determine their finan- 
cial goals and time-lines (how soon 
they want to achieve these). Two, 
they need to understand their risk 
profiles and arrive at a debt:equity 
mix for the investments. For 
instance, a long-term investor who 
is not averse to risks should always 
pick equities: in the long term, 
returns from equity exceed those 
from any other investment option. 
In the third step, investors should 
shortlist the funds (which is what B7 
has done). There are significant 
risks involved in doing things the 
other way around. As a final step, 
investors should review the prospec- 
tus of all funds from the shortlist, 
and pick those that meet their 
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Vidur Verma, Country Investments Director, Citigroup 


Dhirendra Kumar, CEO, Valueresearchonline 


financial goals and match their risk- 
profiles. “Choosing a fund is the 
last step in mutual fund investing,” 
says Rustagi. Even after matching 
investment goals and risk profiles, 
there are things investors should 
look for. “Opt for a performer fund 
house that has given consistent 
returns across many schemes and 
whose management style, systems 
and processes have evolved and 
established credentials over a period 
of time,” says R. Swaminathan, 
Associate Vice President and 
National Head (Mrs), IDB! Capital 
Market. “Then, go for schemes 
from such a firm.” The key mantras: 
consistency of performance, allo- 
cation to large-cap and mid-cap 
stocks, flexibility (changing fund 
allocation according to market 
dynamics) and balanced exposure to 
various sectors. 

The four funds listed below 
(based on a survey of four experts; 
see Evergreen Funds) have a long 
history of picking winners and have 
earned consistent returns over time. 
“Superior returns compared to the 
average return of the peer group; 
lower probability of returns from 
the fund falling below risk-free 
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returns; less concentration on a 
particular industry or company; 
investment in stocks with ample liq- 
uidity; and the size of the corpus 
are the key elements that make these 
funds an ideal part of every portfo- 
lio,” says Vidur Verma, Country 
Investments Director, Citigroup. 


HDFC Equity 

Investment Objective: To provide 
capital appreciation through 
investments predominantly in 
equity-oriented securities. 

Launch Date: December 24, 1994 
Corpus: Rs 3,273.46 crore (on 
August 31, 2006) 

Net Asset Value: Rs 131.653 (on 
September 22, 2006) 

Investment Style: A mix of large- 
caps, mid-caps and small-caps. 
Performance: In the last one year, 
delivered nearly 52 per cent return, 
compared to a 35.5 per cent return 
of diversified funds. 

Portfolio Allocation: Top six stocks 
accounts for 40 per cent (Rs 1,306.4 
crore) of the total portfolio of 30 
stocks. 

Investment Rationale: It is the 
only diversified equity fund that 
has outperformed the average 





return of such funds every year 
for the past eight years. It is a con- 
sistent performer and focuses 
largely on larger cap stocks. A 
combination of low risk and 
above-average returns makes this a 
compelling investment option. 


DSP Merrill Lynch Opportunities 
Fund 

Investment Objective: The primary 
one is to generate long-term capital 
appreciation; the secondary one is 
income generation and distribution 
of dividend, from a portfolio con- 
stituted of equity and equity related 
securities. 

Launch date: April 10, 2000 
Corpus: Rs 1,145.34 crore (on 
August 31, 2006) 

Net Asset Value: Rs 48.96 (on 
September 22, 2006) 

Investment Style: A well diversified 
portfolio dominated by large-caps, 
with ample representation of mid- 
caps and small-caps. 

Performance: In the last one year, 
delivered 47 per cent return, com- 
pared to a 35.5 per cent return of 
diversified funds. 

Portfolio Allocation: Top 10 stocks 
are large cap stocks that account 
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Truly, well deserved. In less than 3 years, 
MCX has achieved an average daily trading 
turnover of Rs. 7,000 crores, across 72 
commodities. Add to this, MCX is the 2nd 
largest exchange in Silver and the 3rd largest 
exchange in Gold, globally. MCX also enjoys 
10 global strategic alliances. And this is only 
the beginning. 


Major Commodity Segments traded on MCX 
| Bullion | Energy | Base Metals | Oil & Oil Seeds | Grains & Pulses 


MCX Indices 
| COMDEX | Metal Index | Energy Index | Agri Index 


MCX 


Trade with Trust 


* Balance 4596 with 20 regional and 2 national commodity exchanges. 


MCX, 102 A, Landmark, Suren Road, Chakala, Andheri (E), Mumbai 400093. 
Tel: +91-22-66494000, Fax: +91-22-66494151, Email: membership@mexindia.com, Website: www.mcxindia.com 


INDIA'S No.1 COMMODITY EXCHANGE 
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Hemant Rustagi, CEO, Wiseinvest Advisor 


R. Swaminathan, Associate Vice President & National Head (Mutual Funds), IDBI Capital A 
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for 35 per cent (Rs 402 crore) of the 
total portfolio of 59 stocks. 
Investment Rationale: The fund is 
projected as a tactical fund that will 
maximise returns by investing pre- 
dominantly in certain sectors and 
stocks. Its focus is to respond to 
the dynamically changing Indian 
economy by moving its investments 
amongst different sectors, such as 
lifestyle, pharmaceuticals, cyclicals 
and technology as prevailing trends 
change. Today, it has a well-diver- 
sified portfolio dominated by large- 
caps, with ample representation of 
mid- and small-cap stocks. 


SBI Magnum Contra Fund 
Investment Objective: To invest in 
under-valued stocks that may be 
currently out of favour, but are 
likely to show attractive growth in 
the long term. 

Launch Date: July 3, 1999 
Corpus: Rs 1,253 crore (on August 
31, 2006) 

Net Asset Value: Rs 32.91 (on 
September 22, 2006) 

Investment Style: A well diversified 
portfolio dominated by large-caps 
and mid-caps. 

Performance: In the last one year, 
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delivered 51 per cent return, 
compared to a 35.5 per cent return 
of diversified funds. 

Portfolio Allocation: Top 10 stocks 
are large cap stocks that account 
for 39 per cent (Rs 488 crore) of the 
total portfolio of 45 stocks. 
Investment Rationale: It’s the oldest 
among contrarian funds and has a 
proven track record. The fund 
focuses on investing in fundamen- 
tally sound companies that are over- 
looked by the market and are wait- 
ing for their value to be discovered. 
With equity markets at all-time 
highs, contrarian investing will help 
investors diversify and create wealth 
over the medium to long term. 


Franklin India Bluechip Fund 
Investment Objective: To achieve 
a high degree of capital apprecia- 
tion through investments in well- 
established, large size blue-chip 
companies. 

Launch Date: November 30, 1993 
Corpus: Rs 2,313.2 crore (on 
August 31, 2006) 

Net Asset Value: Rs 116.27 (on 
September 22, 2006) 

Investment Style: Portfolio domi- 
nated by large-caps. 








Performance: In the last one year, 
delivered 45.3 per cent return, 
compared to a 35.5 per cent return 
of diversified funds. 
Portfolio Allocation: Top 10 stocks 
are large cap stocks that account 
for 54 per cent (Rs 1,251 crore) of 
the total portfolio of 32 stocks. 
Investment Rationale: The fund 
focuses on steady and consistent 
growth by predominantly investing 
in well established large cap stocks. 
There could be other good funds 
that do all that these four do and 
more. BT is not suggesting that 
investors should opt only for these 
four funds. Indeed, a mix of some of 
these funds, and others not named 
here could form part of an investor's 
portfolio, as long as it is in keeping 
with his or her financial goals and 
risk profile. However, those 
investors who are not very sure 
where to invest would do well to opt 
for these four, existing funds all, 
and with sound track records. 
Remember, the key to successful 
MF investment is those oft-repeated 
rules: define investment objectives, 
decide asset allocation on the basis of 
risk profile, and give each fund (and 
fund manager) time to perform. 


bt money 


! A Surprise 


Feast 


Commodities have emerged 


a lucrative option for 


investors. Here are some tips 
on ordering the best from the 
bill of fare. ANAND ADHIKARI 


ORGET STOCKS, WENT A REFRAIN 

popular with investors in India 

and elsewhere over the past 
12 months—the act of forgetting, 
especially in India, was made all 
the more difficult by a stock market 
that was visibly on steroids—and 
look at commodities. Several sage 
investors followed that advice, and 
to good effect. With every broker- 
age worth its commission launching 
commodity broking services (there 
are some 120 commodities avail- 
able for futures trading on three 
national and 22 regional commod- 
ity exchanges in India), the com- 
modity market will likely soon wit- 
ness the lemming effect that is more 
commonly seen on the stock mar- 
ket. Indeed, over the past year, the 


Track The Cycle 


What it indicates or means 





calls given 

by several 
commodity 
brokerages resul- 
ted in huge dividends 
for investors. 

That was then (which, 
depending on the commodity in 
question can be as recent as May or 
June, this year). A quick recap: gold 
prices climbed up sharply from a 
five-year low of $255.95 (Rs 12,030 
then) an ounce (28.34 gm) in April 
2001 to a high of $725 (Rs 34,075 
then) an ounce in May 2006; oil, 
from $23-24 a barrel (159 litres) 
to a high of $78.40 a barrel in July 
2006. The yellow metal was pre- 
dicted to touch $800 an ounce by 
end-2006; oil, $100. Since then, 


Which 


commodities 


Gloom + Low capacity utilisation Jute 
+ Low prices 
* Consumer enjoys higher bargaining power 

Recovery + Moderate capacity utilisation Cotton 
+ Gradual increase in prices 

a) Squeeze & ° High capacity utilisation Copper and Steel 
* Rapid increase in prices 
* Bargaining power shifts in favour of producers 

b) Euphoria ^ • Increasing investments towards additional capacity creation 
* Prices begin to stabilise as new capacities come online 

Glut Aggregate capacity rise far more than aggregate demand Sugar 


Source: Motilal Oswal 











the prices of both commodities have 
headed south. Ajoy Pathak, 
Associate Vice President, Kotak 
Commodity Services, predicts that 
gold prices could now decline to 
$500 an ounce, maybe even $475, 
although he remains “bullish” on 
the commodity “in the longer run”, 
And Pankil Shah, Associate Director, 
Angel Commodities, believes that 
there is no fundamental reason for 
crude prices to increase now. “The 
actual valuation of crude is $50-55 
a barrel,” he says. Today, gold 
trades at $585-590 an ounce and 
crude at around $60 a barrel. 
There is still money to be made 
in both commodities, just as there is 
money to be made in the com- 
modity market in general. Only, 
things aren’t as easy as they once 
were. There is no clear trend that 
indicates either an upturn or a 
downturn. Savvy investors say that 
the only way to make money now 
from commodities, is the only way 
to ever make money from com- 
modities, play every emerging trend 
both ways. There are other nuances 
to investing in commodities as well, 
some similar to the tenets of pru- 
dent stock market investing— 
“Commodities have their own 
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"You have to get your cycle right in commodities" 
Sumesh Parasrampuria, Head (Commodities), 


Motilal Oswal Commodities Broker Pvt Ltd 


demand-supply factors and you 
need to study all the information 
before plunging in," says P. Patnaik, 
Associate Vice President, Kotak 
Commodity Services—and others 
different. “You have to pick the 
right exchange and the right com- 
modity for safe investing (in 
commodities)," says a commodity 


Commodity War Room 


Trading Strategy 


Rial 


pene — Fs 


A #7 


12-15% annualised 
in one month XI ТА 
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"Ride the trend" 


Ajoy Pathak, Associate Vice President, 
Kotak Commodity Services Ltd 


analyst. That said, here are a few 
simple strategies to getting the 
most out of your investment in 
commodities. 


Seven Strategies 

1. Buy gold: Yes, this is, despite 
the bearish outlook on gold in the 
short-term, the safest commodity 


SIP Strategy 





10-12% per annum 
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daily market movements surplus money individuals 
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Source: Commodity analysts 


investment even today. Investors 
can buy gold from commodity 
exchanges the same way they buy it 
from neighbourhood jewellers or 
banks. “This is the safest and by 
far easiest way to enter the com- 
modity market,” says Kotak’s 
Patnaik. “You are not only assured 
of the best quality, but also have 
the facility to keep the gold in demat 
(electronic) form.” Indeed, the opin- 
ion among commodity brokers is 
that it is difficult to go wrong with 
gold. “Gold is inflation hedged,” 
says Sumesh Parasrampuria, Head 
(Commodities), Motilal Oswal 
Commodities Brokers. “You will 
surely end up with decent returns.” 

2. Go vanilla: The world of 
commodities and commodities trad- 
ing may appear strange to the new- 
bie investor. Such investors would 
do well to adopt the plain vanilla 
trading strategy, simply because it is 
easiest to understand (although 
pulling it off requires hard work 
and a bit of luck). This simply 
involves taking a directional call on 
the market, bullish or bearish, as 
in “I expect prices of gold to 
increase” or “I expect prices of 


— — 


Pricing Dynamics 


Of Commodities 


Precious Metals 
(Gold and silver ) 


@ Geo-political tensions 

€ US Dollar vs other major 
currencies 

€ Global macro-economics 

@ Miner's report 


Agriculture commodities 
(Pulses, grains, cotton, etc.) 

e Climatic conditions 

@ Crop production 

@ Government regulations 
@ Export rejections/orders 





Base Metals 
(Steel, copper, etc.) 


e Industrial demand 

e Substitute metals supply 
@ Government regulations 
@ Infrastructure projects 


Energies 
(Crude, etc.) 


@ Production 

€ New excavations 

@ Geo-political tensions 

@ New infrastructure projects 


Source: Angel Commodities 


copper to decline”. Investors who 
seek to adopt this strategy should 
observe price trends, and those of 
most commodities tend to move in 
cycles. “You have to get your cycle 
right before you start investing in 
commodities,” says Motilal Oswal's 
Parasrampuria. 

3. Follow the leader: There is 
another easy way to make money in 
commodities. “Ride the trend,” says 
Kotak’s Pathak. So, in a futures 
market, all investors will need to 
do is follow the trend, irrespective 
of whether it is bullish or bearish. 

4. Set a stop-loss: “Keep a stop- 
loss if the actual market is going 
against your initial call,” says Angel 
Commodities’ Shah. A stop-loss is a 


Angel Broking ; 
„ AngelBroking 


Angel Broking 





“Always keep a stop loss if the actual market is going against 


your initial call” 


Pankil Shah, Associate Director, Angel Commodities Pvt Ltd 


predetermined amount of loss an 
investor is willing to incur, and at 
which, he or she exits the com- 
modity. The underlying logic: there 
is no point in hanging on to a com- 
modity if the price is going against 
your initial call. “You are only 
bound to lose money if you try to 
average it out,” adds Shah. 

5. Seek an expert: Don’t try to 
invest in commodities on your 
own; seek and retain the services 
of a professional brokerage. 
“Unlike equity, commodities 
require in-depth knowledge of 
international price movements, 
demand and supply positions, and 
other economic variables,” 
explains Shah. Remember, de- 
spite all their research, analysts, 
even international ones, didn’t 
see the sudden drop in gold and 
oil prices coming. 

6. Play spreads: The difference 
in price between one futures con- 
tract and another is called a spread. 
Investors can play spreads to their 
advantage. For instance, to leverage 
a bull spread they would have to 
simply simultaneously buy and sell 
futures contracts in the same 


commodity (or related ones) with 


the aim of benefiting from a rise 


in prices while limiting losses if the 
call happens to be wrong (usually 
achieved by buying the futures con- 


tract with a shorter or closer 


delivery and selling the one with a 


longer one). Leveraging a bear 


spread, similarly, involves an 
attempt to benefit from a decline in 
prices while limiting losses should 
prices rise (usually achieved by sell- 
ing the futures contract with a 
shorter or closer delivery and buy- 
ing the one with a longer one). 


7. Go systematic: Systematic 


investment plans (SIPs) have 
become very popular with mu- 


tual fund investors. A similar strat- 


egy could pay off in the com- 


modity market too. Essentially, 
investors keep buying a com- 
modity every month, month after 
month. “After a certain period, 


one can take the physical delivery 


and pledge it with the exchange,” 


says Kotak’s Patnaik. This product 


is the safest and holds the poten- 
tial of the highest return. Better 
still, investors do not need to track 


the market on a daily basis. 
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Up, Up, And Away? 


The best mortgage strategies. Tip: Go floating. ANAND ADHIKARI 


HE WAITED AND WAITED, AND 

finally Priya Lakshmi's patience 

has paid off. Having identi- 
fied her dream home, she knocked 
on the doors of every firm in the 
mortgages business, comparing in- 
terest rates. Finally, she settled on a 
9.0 per cent floating rate loan from 
Punjab National Bank (PNB). The 
competition (read: ICICI Bank, HDFC, 
and others) is yet to come out with 
a counter offer, but Lakshmi is not 
bothered. A 9.0 per cent floating 
rate loan for a 20-year period, is 
as good as it gets. 

Over the past 12 months, home 
loan rates hardened, leading some to 
conclude that the era of cheap home 
loans was over. However, with the 
US Federal Reserve not raising 
interest rates, and the price of crude 
declining from near-$80 a barrel to 
around $60, interest rates look set to 
soften. Common sense, then, would 
dictate that the time is ripe for 
home-loan shoppers such as Priya 
Lakshmi to opt for floating rate 
loans. After all, this will ensure that 
the customer comes off on top from 
any reduction in interest rates. N.R. 
Verma, Executive Vice President, 
PNB Housing Finance, believes that 
investors shouldn't look beyond 
floating rate loans. *There is a strong 
case for floating rate loans over the 
next five years," says Verma. And, 


SANDEEP RANA 





given that it isn't possible to pre- i А 
dict how interest rates will behave The Best Rates Fixed Rates: Up And Away 
after that, Verma believes customers Housing Finance Company Floating Bank Fixed rate Tenor 


should make the most of a good Rate (%)* (%) (in yrs) 
thing. “Try a lower maturity loan n 

(say, 10 years), if your repaying 
capacity is more," adds Verma. 

A floating rate loan means 
investors can prepay the loan at 
any time without a penalty (apart 
from the obvious benefit of paying 
less should interest rates drop in 





*For a loan amount up to Rs 20 lakh for a 15-year period Sources: Banks 
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Vista, India’s premier B-School Management summit from the 13 to the 15 of October, is the 
meeting ground for industrialists, students and academia. (Шой the last four years, VISTA 
has explored the challenges faced by Indian firms, as they set newer and higher goals for 
themselves. At VISTA 2006, we take this further by questioning the limits imposed by 


traditional management wisdom. Theme for Vista 06 is Business Beyond Boundaries 
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the lifetime of the loan). 

So, is the story over for fixed 
home loan rates, popular at a time 
when it looked like interest rates 
could harden? Given current mar- 
ket conditions, that would seem to be 
the case. Indeed, the fixed rate may 
look tempting right now, but it may 
not make sense for existing floating- 
rate borrowers to move to a fixed-rate 
loan: “They will end up paying a 
penalty of 2 per cent for shifting the 
rate to floating,” says PNB Housing’s 
Verma. Today, the State Bank of 
India offers the lowest fixed rate of 
9.75 per cent for a loan of five to 10 
years duration. 

Whatever regime they choose to 
go with (and this magazine whole- 
heartedly recommends a floating rate 
one), borrowers would do well to 
understand how a loan is likely to be 
rescheduled in case of an upward 
revision in interest rates. For in- 





stance, when rates hardened, cus- 
tomers who had availed floating rate 
loans were asked by the banks or 
housing finance companies in ques- 
tion to cough up the additional 
amount by way of cash or cheque. 

Today, the fixed or floating deci- 
sion is one of the most critical ones 
facing borrowers. The difference bet- 
ween the two varies from nothing 
(SBI actually offers a fixed rate loan at 
the same interest as a floating rate 
one, 9.75 per cent) to 2 per cent (the 
lowest floating rate loan currently 
available is at 9 per cent and the high- 
est fixed rate loan, at 11 per cent). 
This is a decision that doesn’t just 
involve understanding how interest 
rates are likely to move in the medium 
to long-term (a macro-economic prob- 
lem, if there ever was one), but also 
how the loans are likely to be resched- 
uled in case of a rate hike. 
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Home, Earning, Home 
That's right, your home can earn money for you. 





SENIOR CITIZENS NOW HAVE REASON TO SMILE. FOR THE FIRST TIME IN THE 
country, a reverse mortgage scheme for the elderly has been launched. 
'Saksham', launched by Dewan Housing Finance Corporation (DHFL), 
seeks to pay a house owner a fixed sum of money every month or every 
quarter or a lump sum, depending on the requirement. This avenue 
of revenues will supplement the income of the elderly and is quite pop- 
ular in the US. Over the past year, there has been an 85 per cent 
increase in reverse mortgage loans being endorsed by the US 
Department of Housing and Urban Development (62,034 loans this 
year as compared to 33,543 loans last). 

The scheme launched by DHFL is only for people who are above 
60 years of age and own a property. Says Shivkumar Mani, Head 
(Marketing), DHFL, "It is a social security scheme designed to benefit 
the senior citizens post retirement." Under the scheme, the cus- 
tomer and his or her spouse have to maintain the house and can con- 
tinue to live in it even after the tenor of the reverse mortgage expires. 
Interestingly, income from reverse mortgage can be used for anything, 
to supplement retirement income, cover daily living expenses, repair 
or modify one's home, pay for healthcare, retire existing debts, buy a 
new car, even go on a dream vacation. The scheme also gives the 
option to the legal heir to re-possess the property after the demise of 
both the customer and the spouse. 

The scheme carries an interest rate of 12 per cent. For instance, 
if the borrower is a 60-year-old who owns a house worth Rs 10 lakh, 
DHFL will give the individual between 40 per cent and 50 per cent of 
that amount. If it catches on, this product will help many Indian senior 
citizens who are ‘house rich’ but ‘cash poor’. 

MAHESH NAYAK 
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p." VER USED YOUR MOBILE PHONE 
м, E: check airfares and book 
tickets? Well, the process is 
simple. You start by messaging the 
«Sector (say, FLY DEL MUM for a flight 
from Delhi to Mumabi) and the 
date (OcT 22, for October 22) to 
the concerned shortcode (4242 in 
the case of flightraja.com, a travel 
website). In 15 seconds, the service 
provider reverts with options, 
essentially the fares and the time 
of departure. Once you decide, you 
. send a message saying FLY BOOK, 
and an executive calls you in a few 


| Flying High And How 


Travelling Light 


. Online may well be the way to go (and stay) 
as far as air travel and accommodation are 
Concerned. KRISHNA GOPALAN 











minutes to help co 
transaction. Easy, i 
just the mobile pho 
s air tickets. 51 
are available over. 
covering hotel booki 
packages to car ren 


crore) of the $262-milli 
crore) worth of online transactions 
completed in India in 2005-06. 
India's most successful e-commerce 
firm, Indian Railways Catering and 
Tourist Corporation, is owned by 


EE Some of the popular websites offerit ig a range of services. 


| шабу, com: Founded i in 2000. In May 2005, Soft Bank дуа! Infrastructure Fund (SBAIF 


invested $10 million in it 


| is the USP 


OFFERINGS: Flights, hotel bookings, holidays in India and elsewhere, car rental $ services | 


USP (in the Company's own words): The travel business:is characterised by high-competition 
and volumes are a must. The only му to handle high volumes is by leveraging technology, which: 





an satis abouti поо ар apo. s hài пе юй bui Reliance Capital, ; 


NWP and T 18 


OFFERINGS: Flights, hotel bookings, car rentals, bus services. The ge also offers packages like 
pilgrimages to destinations such as Gahgotri and weekend ones to p laces like Yercaud and Agra: 


` Offers flights and hotel bookings within India 


USP (inthe company’ s own words); Reassurance is the USP. Tell the consumer that iy n Come 8: 
us, your experience. will be smooth. Yatra 5 objective i is to grow the market. 


eleartrp com: The investors in the company are Kleiner, Perkins, Caufield & Bins, and Sha Vetus 


г OFFERINGS: Flights and hotel bookings within india 


E USP (in the. company’s own words): Ease and experience is the USP here. The home рар is ime 
n effort to create the best ‘user experience. 


X Has gone live recenti y. Former Thomas Cook Inia сю Ashwini ема has sc i 
joined as. the Chairman of the board: E 


 OrreRINGS: Fi ights and holiday packages within India and to overseas destinations. 


USP (in the company's own words): Innovation. Has been among the earliest players to offer. is : _ 
Services Sucht as bookings through о phones e 
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Fin 2005-06, 
th Rs 290 crore 
‚ as numbers such as 
suggest, is the pre- 
tination then for entre- 
's. "This is to ensure that 
е are a limited number of cus- 
tomer touch points," says Vinay 
Gupta, CEO, flightraja.com. 
At last count, there were somé 
15 websites seeking to make ` 
money off the travel space. Some, 
like makemytrip. com, one of the 
earliest companies to enter the 
space, offer cheaper-than-cheap 
airfares (and a host of other things, 
but it is the airfares that attract 
customers; and makemytrip actu- 
ally offers a low-fare guarantee). 
*Basically, we give back the dif- 
ference if you find a cheaper deal," 
says Deep Kalra, founder and СЕО, 
makemytrip. Yatra.com, promoted 
by Yatra Online and funded by 
Reliance Capital, Norwest Venture 
partners and TV 18, believes it is 
the promise of "the best deal". 
Says Dhruv Shringi, Co-founder 
and Executive Director, 
Yatraonline, “Our usp is the reas- 
surance that your experience will 
be smooth.” With travel sites ven- 
turing into hotel reservations, cus- 
tomers can look forward to good 
bargains here too. “While flight 
bookings are complex, the chal- 
lenge in hotel reservations comes 
from the fact that hospitality is a 
fragmented industry,” says 
Sandeep Murthy, СЕО, clear- 
trip.com. Customers, then, may 
have to wait before they can book 
hotel rooms. Still, given the cost 
implications for customers, it will. 
be worth the wait. 

















| Plastic Fantastic 


International travel cards are giving travellers cheques, credit and debit cards, 
-even cash a run for their money. T.v. MAHALINGAM 


"T NDIA AND INDIA INC. CLEARLY LIKE 


their plastic. Since 2004, travel 


cards—pre-loaded with plastic 
and ready to be used at ATMs or 
member establishments—have 
caught on, and how! In 2003-2004, 
spends on travel cards added up to 
::$90 million (Rs 396 crore); those on 
travellers cheques, $1 billion (Rs 
: 4,400 crore). The corresponding 
figures for 2005-06 were $400 mil- 
lion (Rs 1,800 crore) апа $1.5 bil- 
lion (Rs 6,750 crore). Estimates 
suggest that spends on travel cards 
will aggregate $600 million (Rs 


ЛАК 2,760 crore) in 2006-07 (those on 


travellers cheques will likely remain 
unchanged at $1.5 billion). 

If you aren't already a convert, 
maybe it is time to become one. At 
one level, a travel card works pretty 
much like a pre-paid mobile card: 
you just pick one, load it with cur- 
. rency, and it is ready to use. “You 

can use it to shop at Visa merchant 
outlets or withdraw cash in the local 
currency from any Visa АТМ,” 
explains Madhivanan B., General 
Manager, ICICI Bank. Travel cards 
‘are as safe as credit and debit cards 
and the fact that they are pre-loaded 
ensures that the extent of the loss is 


How The Cards Stack Up 


limited. They would appear to com- 
bine the best aspects of travellers 
cheques (safety, safety, and safety) 
and cards (ease of use, the freedom 
of not carrying cash). Time was, 
when frequent travellers would 
return from overseas trips laden 
with loose change. That won't hap- 
pen with travel cards. 

Most banks (currently around 
half а dozen, including Citibank, 
HDFC Bank, ICICI Bank, State Bank of 
India, and uri Bank) offer travel 
cards in at least three currencies, 
dollars, euros, and pounds. Some 
banks, like icici also offer cards in 
(Swiss) francs, and Australian and 
Canadian dollars. Cards are avail- 
able in several denominations, from 
$500 to $10,000 (Rs 23,000 to Rs 
4,60,000), the maximum prescribed 
by the Reserve Bank of India. The 
best feature of travel cards is that 
they can be reloaded at will. That 
makes them ideal for Indian stu- 
dents at foreign universities (best 
case scenario: the folks back home 
can send them money with ease; 
worst.case scenario: the folks back 
home can monitor their expenses) 
and executives who have to travel 
abroad for longish stints. 


Travel cards do not cost much 
(issue fee: Rs 150-200), although 
banks do charge $1 or $2 a pop. 
for every ATM withdrawal. “Pd rec- 
ommend that customers use the 
card for over-the-counter transac ` 
tions,” says ІСІСІ Bank's Madhivanan. 
"They should keep withdrawals 
from ATMs as low as possible." 
However, multiple currencies can- 


not be loaded onto the same card: is 


Travellers visiting the us and Europe 
on the same trip, for instance, would 
have to buy two cards, опе for dol- 
lars, the other, pounds. The cards 
also cannot be used for remote 
transactions (like booking a hotel 
room over the net or by telephone). 
*He can, however; make the final 
payment to the hotel using the travel 
card," says T.R. Ramachandran, 
Business Manager (Cards), Citibank. 
In all, travel cards offer the safety 
and convenience of plastic money 


and can prove to be economic pro- 4. 
vided they are used prudently. Also, 


take care of the card—a replace- 
ment may take four or five working 
days to reach you. Just to be on 
the safer side, make sure that you 
carry some green. That's the colour 
of money across the world. 
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Paul Thurston, Group General Manager, Personal Financial Services, Asia Pacific, HSBC 


“A Bank Should Be Available 
When The Customer Needs It” 


ITH 20 YEARS OF BANKING 
X experience, Paul Thurston 
looks after HSBC's personal cus- 
tomer business in tbe Asia Pacific 
region, encompassing 20 countries 
and territories. In a free wheeling 
interview, be discusses the busi- 
ness with Business Today's Anand 
Adhikari. Excerpts: 


What's the controversy in Hong Kong 
over weekend banking? 

What we are seeing around the 
world is that banks are recognising 
that they are in retail business. And 
if you are a retail bank, you have to 
be open when your customers want 
you to be open. HSBC has taken an 
initiative to extend service avail- 
ability to customers seven days a 
week. Fifty branches will be open 
on Saturday. We have branches that 
will be open on Sundays. There is 
still a debate going on in Hong 
Kong on what kinds of services 
need to be offered to customers 
over the weekend. 


Will we see something like this in India? 
India is definitely lacking in week- 
end banking or extended hours 
banking. There have been some 
experiments like 24x7 banking or 
Saturday banking, but these are 
purely experimental. The reason: 
the whole retail landscape in India is 
still in an early stage of 





development. Having said that, 
Indian retail is definitely catching up 
with what is happening in the rest of 
the world and Indian banking is 
also responding to it. 


What has been the experience of other 
Asia Pacific regions? 

Most of the countries in Asia oper- 
ate five days a week, but increas- 
ingly, we are witnessing a demand 
for access to financial services dur- 
ing the weekends largely because 
of shopping malls and other retail 
outlets. Our belief is that as a bank 
we should be available when the 
customer needs us. Today, most of 
the markets are moving to auto- 
mated channels like internet, ATMs 
and kiosks. We have to look at a 
multi-channel strategy rather than 
just looking at a branch model. 


Which is the most tech savvy coun- 
try in the Asia Pacific region in the 
banking space? 

Every country is different. Just look 
at some of the technology which 
is available in Japan. The ATMs in 
Japan accept thumb impressions 
instead of a PIN number. 


What can we expect to see in India in 
the personal banking space? 


Technology has changed the way 


banking is done. In Hong Kong, 
only 4 per cent of the transactions in 


HSBC happen in branches. India is 
definitely in an evolving stage. 
Today, we are seeing banks pro- 
viding a much wider range of prod- 
ucts and services like credit cards, 
retail loans, insurance, and invest- 
ment. They are now becoming a 
trusted financial advisor. Customers 
look to the banks as a source of 
advice and guidance to help them. 
They are going to play increasing 
role as advisors. 


Where do you see opportunities in 
India? 

High GDP growth in India is cre- 
ating opportunities in all segments 
of (the) financial services (indus- 
try): consumer finance, small busi- 
ness, investment, and insurance. 
And to tap this business, we want 
to offer the whole gamut of ser- 
vices to customers. 
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SMALL AND MID CAP FUND 3 


An Open Ended Equity Growth Scheme 
INVESTING IN TOMORROW’S IDEAS TODAY 


maller and medium sized companies are particularly well-positioned to benefit from the recent growtl 
крапѕіоп іп the Indian economy. Since they have a greater scope for growth than large сар companies, the 
esenta relatively better opportunity to capture this growth potential Introducing DSP Merrill Lynch Small 
d Mid Cap Fund, a scheme specifically designed to benefit from the growth potential of these companie: 


е 
sit www.dspmimutualfund.com Merrill Lynch 


г more information SMS 'SMALL' to 67672855 M U T U A L F U N D 


call your investment advisor. 


'ш may also call the following numbers in your city - Ahmedabad: 3002 2855 * Bangalore: 3052 2855 * Chandigarh: 305 2855 
chennai: 3918 2855 e Coimbatore: 653 2855 * Indore: 301 2855 • Kolkata: 3058 2855 • Mumbai: 6657 8000 * Nagpur: 324 2855 
New Delhi: 6650 2855 • Pune: 3022 2855 e Secunderabad: 3251 2855 • Surat: 398 2855 • Vadodara: 308 2855 • Vashi: 3918 2855, 


анара a a eee 
restment Objective: Open ended equity growth scheme, primarily seeking to generate long term capital appreciation from a portfolio substantially constituted of 
sity and equity related securities, which are not part of top 100 stocks by market capitalisation. Asset Allocation: 1. Equity and equity related securities which are- 
not part of top 100 stocks by market cap: 65% - 100%, (B) in the top 100 stocks by market сар: 0% - 35%; Of 1(A) & 1(B), investments in ADRs, GDRs & foreign 
urities: 0% - 25%; 2. Debt and Money Market Securities: 0% - 10%. Terms of Issue: Rs. 10/- per Unit plus Entry Load (During NFO). Min Investment-Rs.5000 (Reg. 
n)/Rs.5 crore (Inst. Plan). Investor Benefits & General Services: During continuous offer, declaration of NAV, sale (at Purchase Price) and redemption (at Redemption 
ce) on all Business Days (Redemption normally within 3 Business Days), Load Structure: Entry-2.25% (for investments in Reg. Plan< Rs.5 crore) & 1% (for 
ents through SIP in Reg. Plan); Exit/CDSC-0.50% (for holding period < 3 months) & 1.25% (for SIP investment in Reg. Plan - holding period<2 yrs). Statutory 
Is: DSP Merrill Lynch Mutual Fund was set up as a Trust by the settlors, DSP Merrill Lynch Ltd. (DSPML) and Merrill Lynch Investment Managers LP, USA. Sponsors: 
L, HMK Investment Pvt. Ltd. and ADIKO Investment Pvt. Ltd. (collectively) (Liability restricted to Rs. 1 lakh). Trustee: DSP Merrill Lynch Trustee Company Pvt. Ltd. 
estment Manager: DSP Merrill Lynch Fund Managers Ltd. Risk Factors: Mutual funds, like securities investments, are subject to market and other risks and there 
1 be no assurance that the Scheme's objectives will be achieved. As with any investment in securities, the NAV of Units issued under the Scheme can go up or down 
sending on the factors and forces affecting capital markets. Past performance of the sponsor/AMC/mutual fund does not indicate the future performance of the 
neme. Investors in the Scheme are not being offered a guaranteed or assured rate of return or dividend. DSP Merrill Lynch Small and Mid Cap Fund is the name of 
! Scheme and does not in any manner indicate the quality of the Scheme, its future prospects or returns. The Scheme is required to have (i) minimum 20 investors 
d (ii) no single investor holding>25% of corpus. If the aforesaid point (i) is not fulfilled within the prescribed time, the Scheme will be wound up and in case of 
таб of the aforesaid point (ii) at the end of the prescribed period, the investor's holding in excess of 2596 of the corpus will be redeemed as per SEBI guidelines. For 
ks related to trading in derivatives and overseas investments, and other scheme specific risk factors, please refer the Offer Document. Please read the Offer 
cumentand KIM (available at www.dspmimutualfund.com/ISCs/distributors) carefully before investina. 
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Top 10 Picks This Festive Season 

Muhurat trading is just a fortnight away. Here are 10 picks. MAHESH NAYAK 

Muhurat trading session for Samvat 2063 is a fortnight away, and the BSE Sensex has already gained 56 
per cent since Samvat 2062. The new year, experts insist, will be buoyant. Business Today carried an opin- 


ion poll among five experts to identify 10 stocks that will earn returns in excess of 25-50 per cent over 
the next 12 months. 


“Mphasis BL 
*Stock price growth of the portfolio over the next 12.months 


The Top 10 

Crompton Greaves. Adjusted Stock Price: 
(September 27, 2006) Rs 249.55; 
Face Value: Rs 2 per share. The 
firm operates in three segments—in- 
dustrial, consumer and transformer. 
In the domestic market all the three 
segments are expected to do well 
in the coming year. “Apart from 
the domestic market, the global ex- 
pansion will reap benefits for the 
firm,” says Khemani. 


Mphasis BFL. Price: Rs 184.60; Face 
Value: Rs 10. Following the acqui- 
sition by EDs, the company has be- 
come a global player and is all set to 
move from the mid-cap league to 
the large-cap league. “The stock is all 
set for a re-rating,” says Mudlapur. 
“And with EDS wanting to acquire 
100 per cent in the company, the 
stock will always be on an upswing.” 


тс, Price: Rs 185.65; Face Value: 
Re 1. Cigarettes apart, experts are 
betting on the non-core businesses in 
the hotel, paper, consumer goods 
and retail spaces (including e-chau- 
pal). Kejriwal expects the company’s 
stock price in the next 12 months to 
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surge by between 25 per cent and 
40 per cent. 


Larsen & Toubro. Price: Rs 2,589.20; 
Face Value: Rs 2. The company 
will benefit from the infras- 
tructure boom. 


Tata Steel, Price: Rs 515.65; Face 
Value: Rs 10. “From 5 million 
tonnes now, the company's capacity 


. will zoom to 27 million in the next 


6-7 years and will help increase 
shareholders value," says Kejriwal. 


LG Balakrishnan. Price: Rs 27.95; Face. 


Value: Re 1. LG Balakrishnan is a 
leading supplier of transmission 
chains catering to both the automo- 
bile and industrial segment. Being a 
leader in automotive transmission, it 
occupies a significant share in OEM 
supplies (it supplies to Bajaj Auto, 
Hero Honda. and ‘tvs Motors) as 
well as the replacement market. Also, 
its recent foray into metal forming 
and forging will lead to better rev- 
enue mix and margins going ahead. 


Bartronics. Price: Rs 67.25; Face 
Value: Rs 10. Bartronics is 4 





Hyderabad-based automatic iden- 
tification and data capture solution 
provider. The company is the mar- 


. ket leader in the domestic market. 


“It is one of the best retail proxy 
plays available,” says Baliga. 


Gateway Distriparks. Price: Rs 156.30; 
Face Value: Rs 10. Gateway Dist- 
riparks Ltd. (GDL) is a multi-loca- 
tion, port-related container freight 
station-cum-logistics company and 
stands to benefit significantly from 
the infrastructure and manufac- 
turing boom. 


Reliance Industries. Price: Rs 1,175.05; 
Face Value: Rs 10. “We expect 
the company to grow by 25-30 
per cent on a year-on-year basis,” 
says Baliga. “The benefit will be 
reaped following its steady growth 
in the refining business as well as 
due to its venture into retail.” 


Infosys Technologies. Price: Rs 1,835.50; 
Face Value: Rs 5. “Rising volume 
growth, consolidation and direct 


. competition with global biggies will 


drive the growth in the company," 
says Sisodia. 8a 
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Pick up the latest issue of Golf Digest India 
and get a Callaway Warbird golf ball 
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High Fliers 





he civil aviation sector has played an important role in India's 

economy. It provides fast and reliable mode of transport across the 

country and is particularly important for many areas/places still not 
adequately connected by rail or road. In 2000-01, 42.03 million domestic 
and international passengers and 846.42 thousand tones of cargo were 
handled at various airports in the country. With increasing globalisation, this 
sector will play a more significant role in integrating the Indian economy 
with the rest of the world. 

Revolutionised by liberalisation, the aviation sector in India has been 
marked by fast-paced change in the past few years. From being a service 
that few could afford, the sector has now graduated to being a fiercely 
competitive industry with the presence of a number of private and public 
airlines and several consumer-oriented offerings. Over most of the last two 
and a half decades, the aviation sector world-wide, has substantially moved 
away from government control and ownership towards deregulation and 
private ownership. The liberalisation of the Indian aviation sector 
commenced in 1990 with private sector players being allowed to operate as 
air taxi operators. However, they were not permitted to operate scheduled 
services. A number of private players commenced domestic operations as 
air taxi operators including Jet Airways, Air Sahara, Modiluft, Damania 
Airways, NEPC Airlines and East West Airlines. 

In 1994, following the repeal of the Air Corporations Act, private 
carriers were permitted to operate scheduled services and granted scheduled 
carrier status upon fulfillment of certain applicable criteria. However, many 
of these operators could not sustain their businesses and closed operations 
by 1997. Among the many private airlines which started operations with the 
deregulation of the Indian civil aviation sector, only two continue to have 
operations in the country -- Jet Airways and Air Sahara. 

The market was galvanised a couple of years ago by the introduction of 
lower price tags which ensured that people could travel at the fraction of the 
original price of air travel. It was spurred further by the entry of Air Deccan, 
India's first budget airline, which offered hard-to-believe tariffs. 

This was the trigger point for the sector to move from having simple 
economy, business and first class fares, to multiple slab tariffs such as apex 
fares, internet auctions, special discounts, bulk purchases and last day fares. 
Some of the tariffs offered are so low that they have brought airline fares 
neck-and-neck with upper class railway fares. 

The fare reduction has given the sector a huge boost with domestic and 
international traffic growing by 24.2 per cent and 18 per cent, respectively in 
April-December, 2005. Private airlines now account for 68.9 per cent of 
domestic traffic. 

In the last financial year, the civil aviation industry has achieved the 
biggest ever growth in aircraft movement and passenger traffic. Passenger 
traffic in the domestic airports increased by 22.3 per cent to 59.54 million, 
while aircraft movement increased by 14.2 per cent to 730,000. 

Jet Airways tops the list of domestic and national carrier operators with 
8,168 flights operating till June 2005. Indian Airlines ranks second with 


7,562 flights, followed by Sahara (3,225 flights), Air Deccan (2,889 flights) 
Spice Jet (483 flights) and Kingfisher Airlines (267 flights). 

The increase in passenger traffic calls for upgraded infrastructure 
facilities. The international airport in Delhi and Mumbai are bein; 
modernised and upgraded through private sector participation. In the join 
venture (JV), the Airports Authority of India (AAI) and other Governmen 
PSUs will hold 26 per cent equity. The balance 74 per cent will be held by 
the strategic partner. Foreign direct investment (FDI) in this transaction ha: 
been capped at 49 per cent. In addition to these 10 non-metro airports, AA 
has identified 15 more non-metro airports, namely, Agatti, Aurangabad 
Bhopal, Bhubaneswar, Coimbatore, Indore, Khajuraho, Nagpur, Patna, Por 
Blair, Rajkot, Trichy, Vadodra, Varanasi and Vizag, for development. 

Domestic air travel in India is predicted to grow 20 per cent over the 
next five years. Boeing has raised its 20-year market forecast for India foi 
aircraft purchases from US$ 25 billion to US$ 35 billion. Both Airbus anc 
Boeing are waiting for the next big order, expected from Air India. The 
airline is evaluating medium and large capacity aircraft and is expected tc 
order 50 wide-body jets, worth almost US$ 5 billion at list prices. Looks like 


the country is in for some real high-flying activity in the next couple of years 


Conquering Indian skies 

In a modem economy, major airports have a significant influence on 
economic development both domestic and international, and are increasingly 
being seen not only as facilities handling passenger and cargo traffic, but as 
important hubs of economic activity. India in July 2006 became Asia-Pacific 
region's new scheduled aviation powerhouse, with growth rates that outstrig 
even those of China, according to the latest figures from OAG The world's 
airlines will this month operate nearly 2.5 million scheduled flights in total, 
one per cent more than in July 2005. The number of flights to and from the 
Asia-Pacific region, in comparison, is 11 per cent higher than a year ago. 
Among Asia-Pacific airports, the three showing the greatest scheduled service 
increases are all in India - Kolkata (up 56 per cent), Delhi (up 43 per cent), and 
Mumbai (up 22 per cent). Aviation industry watchers believe the market 
fundamentals are in good shape. The intense competition ushered in by new 


entrants - and the strategic response by existing players - will drive further 
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` market growth. With high disposable incomes riding on a growing economy, 
analysts say that Indian aviation is set to ride a growth trajectory. The domestic 
travel market is projected to reach 50-60 million by 2010, and international 
` passengers will number 18-20 million. The low cost carrier (Lec) strategy is to 
[ persuade many rail passengers to try air travel. From global aircraft 
^ manufacturers to airport managements, and training academies to in-flight 
entertainment companies, there has been a beeline to grab a share of the 
opportunities that are being thrown by the exploding Indian skies. However, 
the new entrants are now realising that market share is squeezed. In February 
. 2006, Jet Airways had a market share of 36 percent while Indian Airlines 
` enjoyed a share that was just below 24 percent. While Kingfisher, SpiceJet and 
_ Air Deccan have carved out a reasonable share of the pie, new entrants like the 
` Delhi-based airlines - IndiGo, Jagson Airlines and EasyAir - are gearing up to 
commence operations this year. New competition will lead to more fare 
discounting. The key challenge for Indian aviation companies is to convert 
strong traffic and revenue growth to profits for which yields need to stabilise. 
But the hard reality is that yields will be under pressure during the next 12-18 
` months, according to CAPA, although Lec operators have started a correction 
in fare structures to realise better yields. This hasn't been too successful till 
now. More important, there has to be a rise in the per capita income to make 
` air travel affordable. Meanwhile, the Indian aviation industry continues to lose 
` about Rs 6 crore (Rs 60 million) daily as none of the airlines in the country is 
operating at break-even prices. 
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Keeping tabs - Airport Authority of India 


ccorded with international recognition by its placement in the 
FORTUNE 500 group of companies and the ‘Forbes’ listing, BPCL 
А has always been recognized as one of the most progressive 
company in refining & marketing of petroleum products in India. The 
_ organization grossed an annual turnover of over Rs 772993 million in year 
05-06.The company has also been accorded the 'Super Brand' status taking 
` jt to higher echelons of popularity. 

The history of Indian civil aviation is synonymous with the history of 
BPCL- Aviation service. With decades of dedicated aviation service to the 
mation, BPCL -Aviation Service is present at all the major gateways in the 
` country rendering into-plane services to leading domestic & international 
- airlines.If their past has been glorious, their present is equally exciting & 









b 


` challenging. The spirit of adventure & call to meet stringent standard of 
customer service is an integral part of their heritage. 

Bharat Petroleum is in entire value chain of aviation business right from 
-production of Jet Fuel at refineries to storage & into-plane services at airports. 
+ Being the pioneer in aviation fuel industry in India, the company has 
` developed state-of -the art hydrant refueling systems, transportation & aviation 
. fuel storage infrastructures including internationally benchmarked refuellers & 

dispensers. BPCL is the first & only oil company in India to implement "Apron 
` Fuel Management System" which is a powerful & comprehensive system that 
. combines the vehicle & office support functions into a single seamless 
` interface reducing human intervention & enchasing accuracy. 
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construction services; air traffic management services; communication, 
navigation and surveillance (CNS) services; and ground support and safety , 
services. The Airport Authority of India, formed in 1995, has continuously, 
improved its performance and every year it earned good profits. During 
1995-96 its profit after tax was Rs 145.16 crore, which went up to Rs 266.98 
crore during 2001-02. It should be noted here that the central government 
invested only Rs 388.79 crore in the Airport Authority of India. Airports 
Authority of India Act was passed in parliament in 1994-95 to bring the four 
metro airports viz Delhi, Mumbai, Kolkata and Chennai belonging to 
International Airports Authority of India and other airports belonging to 
National Airports Authority under one umbrella viz. Airports Authority of 
India . They also handle the traffic of over 5 crore passengers and 12 lakh 
tonnes of cargo every year. Passenger traffic is growing at the rate of 7 per 
cent every year while cargo traffic moves up by 16 per cent. At the time of 
formation of International Airports Authority of India as per the Act passed 
in parliament in 1972, the mission of the Authority was to design, construct 
and manage international airports for providing service and facilities 
comparable to the highest international standards thereby ensuring , 
maximum satisfaction to various users in a cost-effective manner." The 
annual report of Airports Authority of India (AAT), which are placed before 
parliament, declares its mission for "progress to excellence and customer 
satisfaction with world class airports. The need for modernisation of the 
airports not only in Delhi and Mumbai but also in other metro airports as 
well as the non-metro airports was felt long back. In 1996, In June 2003, the 
AAI Board approved a modernisation proposal costing approximately Rs 
3000 crore for Delhi and Mumbai airports. 





Aviation Business Unit BPCL has been awarded "Golden Peacock 
Innovative Product/Service Award" in ‘Petroleum Sector’ for the 
implementation of the use of a state of the art Apron Management System, 
to help provide better service to their customers. | 

BPCL is the first oil company to participate in Greenfield airport. They 
hold equity stake in Cochin International Airport Ltd which is the first 
airport built under private - public participation & have state of art hydrant 
refueling system at the airport. 

As Mr S P Mathur - General Manager - Head, Bharat Petroleum 
Aviation mentions "the Indian aviation sector is in rapid changes, we feel 
that all aviation stake holders’ needs to take nibble footed proactive 
measures for optimizing the entire value chain in tune with changing 
requirement. BPCL aviation services are fully geared up in that direction. 

In its 75 yrs of "Aviation Service" BPCL has nurtured qualified & 
proficient aviation professionals having very rich experience in all aspects 
of aviation fuel business. 

BPCL aviation SBU has taken the initiative of leveraging the domain 
expertise and intellectual resources by providing consultancy support to 
clients abroad in the field of designing, construction, commissioning of the 
aviation fuel facilities including personnel training. 

Its no wonder that due to the trust reposed by its esteemed airline 
customers, BPCL Aviation Service is aptly Known as "Fuellers to the 
leading Airlines of the World". 


www.bharatpetroleurn.in 





* Fortune 500 company present in the entire value chain of Jet Fuel Marketing 
including Reciept & Storage of Product and Into-Plane Services. 


* Pioneers of Aviation Fuelling in India with more than 75 years of experience in Jet 
Fuel Marketing . 


* Wide network of Aviation Fuel Facilities covering all Major Gateways across India 


* Owners & Operators of state-of-the-art Hydrant Refuelling Systems at Delhi and 
Cochin International Airports in India. 


{ * Pool of Qualified and Proficient Aviation Professionals for undertaking of Design, 
Development, Construction & Upgradation of Aviation Fuel Facilities in line with 
International Standards including Design & Fabrication of Bowsers / Dispensers. 


* Only Oil Company in India to have Equity Stake in the 1st Greenfield Airport of the 
country at Cochin International Airport Ltd. 


* Only Companyin India to have implemented Apron Fuel Management System. 


* 1st Oil Marketing Company in India to enable its customers with Electronic Data 
Interface, E-Biz & ERP Solutions. 


S. P. Mathur 
Head - Aviation Business 
Aviation Business Unit 


Bharat Petroleum pe age Limited 
А-5 & 6, ы OIDA (U.P.) 


М 
Рїп- 201301, INDIA (63) 
ТЫ: 491/420-2830100/70 Bharat Petroleum ©) 
pras а aal Aviation Service 


E-mail: mathursp)bharatpetroleum.in Energising Skies 
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he insurance needs of the dynamic aviation world are varied. The 
i insurance fraternity has been responsive enough to be able to meet 
the requirements of all those who have airside risk exposures. Today 
insurance covers are available for the aircraft manufacturers, aircraft owners 
and operators, lessors and financiers, pilots and crew, aviation refuellers, 
service providers at the airport, air caterers, airport owners and operators. 
Owing to the enormous concentration of high values at 
risk represented in a single aircraft or location, the aviation 
- insurance is global in nature and is reinsurance driven. 
- Reinsurance is an arrangement whereby an insurer, who has 


` accepted an insurance, transfers a part of the risk to another 
insurer so that his liability on any one risk is limited to a 
figure commensurate with his financial capacity. Today 
— topmost value of the aircraft in the fleet of a major 
international airline is about USD 200 million and the 
requirement for legal liability cover is to the extent of USD 
1,500 million per occurrence. The enormity of these figures 

amply demonstrates the need for reinsurance. 
The Indian Insurance market dynamics have undergone 


a sea change. The insurance sector has been opened to private ventures 
including international joint ventures with maximum overseas equity 
* restricted to 26%. A total of 12 insurance companies now operate in the 
. Indian market out of which only 4 are state owned. GIC Re (General 
_ Insurance Corporation of India) is the Indian Reinsurer and has been 
proactively responding to the changes in the insurance sector by extending 
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reinsurance support to the Indian Insurance Companies in addition to 
accepting the mandatory 20% reinsurance. 

GIC Re was providing insurance for Air India, Indian Airlines, 
Vayudoot, HAL and Airports Authority of India till 2000-01. Indian 
Reinsurer's reinsurance support is thus backed by its experience in aviation 
insurance of over two decades and the resultant expertise. 

To have a better spread of the risk and to tap the 
international market, GIC Re is making efforts to grow in 
the overseas reinsurance business. GIC Re has emerged as 
a preferred reinsurer in the Afro-Asian region and is further 
consolidating its position in the international market by 
opening offices in various regions. GIC Re is ranked 21st 
amongst the Non-life Reinsurers and 35th amongst Global 
Reinsurance Companies on the basis of Net Written j 
Premium. GIC Re's net worth as on 31.03.2006 is USD 
1,069 million and is ranked A (Excellent) by AM Best. With 
these strengths, GIC Re's global aviation business has been 
growing at a rapid rate. The gross accounted aviation 
premium for international aviation reinsurance business shot 
up from Rs.21 crores for 2001-02 to Rs.331 crores for 2005-06. Today, GIC 
Re is participating in the reinsurance of many international airlines. As one 
of the largest aviation underwriters, GIC Re offers a capacity of USD 
10,000,000 per aircraft and USD 100,000,000 per liability cover. GIC Re is 
expecting to write an aviation reinsurance premium of USD 100 million for 
the year 2006/07. 





in the aviation-training directory of ICAO and a branch of Aero Indian 
Aviation Services Pvt. Ltd. is a premium Aviation Training Center in 
India, which gives total knowledge and insight into the aviation field. 
Mr. Rizwan Kadri - Founder and Chairman of Indian Aviation Academy 
` who has more than 20years of solid aviation experience both in India and 
Abroad says “Our training programs equip the candidates with aviation 
specific knowledge that the industry now demands and puts them high on 
the placement line. 
IAA has been consistently providing high quality value for money, 
specialized training that meets the needs of today's aspiring youngsters. 


Г: Aviation Academy (ТАА) ап ISO 9001:2000 certified and listed 


IAA operates with 3 branches and more branches will shortly be in 
operations across the various pockets of Mumbai. IAA has also plans to go 
national shortly with new branches across the major metros which will be 
coming up soon. 

IAA has devoted a great deal of effort to develop and deliver airline 
specific training programs of international quality, relevant to the needs of 
the aviation industry. Our specialized curriculum and our experienced 
faculty allow us to focus on the evolving needs of the candidates who must 








operate and compete in an increasingly complex International Aviation 
Environment". 

Indian Aviation Academy (IAA) is а specialist-training center, structured 
to provide and attain the highest level of aviation training. It is widely 
acknowledged that a majority of airline professionals specialize in specific 
areas of operation and attain proficiency in an environment that demands far 
higher standards and more rigorous training than in most other professions. A 
formal training with IAA is not only beneficial in equipping a person in terms 
of aviation skills but also broadens ones perspective in the field of aviation 
specialization. At IAA, the students are offered wide a range of cross- 
disciplinary programs to give them a complete understanding of the entire 
aviation industry, irrespective of the particular course he/she enrolls for. 

Indian Aviation Academy was a pioneer in the launch of courses like 
Airline Passenger Services and Airport Management, Ramp and Ground 
Operations, Aviation Security, Flight Dispatch and Weight & Balance etc. 
Since airline professionals design these courses in-house they are of shorter 
duration due, which the courses at ТАА are economical and very focused. 
So now when an airline is looking for Airhostess, Ramp Agents or Airport 
Operations staff, they get exactly what they want. 
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The Most Trusted Name for Airline Training 


With us Aviation is a Passion not Business 


A NEW APPROACH TO AVIATION TRAI 


We came, We saw, We conquered. 

Because its important to you, its important to us. 

First we experienced, then we designed programs that expanded 
the vista of Airline Trainings. 

With simulation, that will be as close to real life, as a man outside the 
airline can achieve. 


With a curriculum that includes a full range of courses tailored to 
the area of aviation you choose and with qualified Instructors who 
know what you require to be a Cabin Crew, Flight Dispatcher, 
Customer Service Agents, Load Controllers, Ramp Agents or 
a Front Line staff in the Airlines. At Indian Aviation Academy, 
we took everything that is important to Airline Training and made , 
it available to you, with the most important priority of all - — 
EXCELLENCE 


NING 


The Widest Choice Of Airline Specific Courses Under One Roof, 


AIRLINE PASSENGER SERVICES & RIRPORT MANAGEMENT 
AIR HOSTESS & FLIGHT PURSER 

RAMP 6 GROUND OPERATION 

FRRES & E- TICKETING 

AIRLINE NANAGERENT 

COMMERCIAL PILOT LICENCE CORCHING* 

ALSO AVAILABLE OTHER COURSES 


We have the Edge being AirlineProfessionals 


We have Revolutionised Aviation Training 





Join our team of hundreds of successful students already working in india & abroad for major International Airlines. 





tex Indian Aviation Academy” 


Indian Aviation Academy We Provide wings © gour Dreams 


ISO 9001-2000 Certified Listed in the Aviation Training Directory of ICAO 
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B-School Alumni Winners: A.P. Alagarsamy (left) and Ameya Samant of ^ B-School Quiz Winners: Rohit Jain and Nikhil Narayanan of SIBM, Pune, with Dev 
Welingkar Institute of Management Bhattacharya, Group Executive President (IT & ITES), Aditya Birla Group and 
Pavan Varshnei, Publishing Director, Business Today 


ACUMEN 2006—WEST ZONE 


The Race To Finals 


Hot topics, intense competition marked the West Zone round of the fifth 
Business Today-Aditya Birla Group Acumen. 


T WAS A PACKED HOUSE AT THE WEST ZONE a Nokia phone. None of these brands is Indian. 

regional finals of the Business Today-Aditya Birla “Imagine an average American brushing his teeth 

Group Acumen 2006 at the Welingkar Institute of with Babool, taking a bath with Hamam soap, wear- 

Management, Mumbai, held on September 15-16, ing a khadi kurta, kick starting his Bajaj scooter, 

2006. That the competition was going to be intense working on a Zenith laptop and talking on a BSNI 
was evident at the end of the first semi-final when the 
judges had to prolong the question-answer session to 
allow one team to get an edge over the other. The 
topic for the debate was *Made in India is far from being 
a world class brand". Mrunmay Mehta and Saurav Palit 
of Symbiosis Institute of Business Management, Pune, 
defended the motion and Pahuna Tagra and Amit 
Kumar of SP Jain Institute of Management and Research, 
Mumbai, spoke against it. After a gruelling question- 
answer session by the judges, Pahuna and Amit prevailed 
over their rivals from Symbiosis. 

[Interesting ideas were thrown up by Mrunmay, 
who compared the morning schedule of an average 
Indian with that of an American. A typical Indian, he 
said, wakes up, brushes his teeth with Colgate, takes 
a bath with Lux, wears an Arrow shirt and Bata 
shoes, rides his Honda to work, switches on an 1G air- 
conditioner, works on a Lenovo desktop, and talks on 





Harsha in action: Contestants engaged in a question-answer session 
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Debate Winners: Siddesh A. Ranade (left) and Кота! Puri of 
Sydenham Institute of Management Studies, Research and 
Entrepreneurship Education, Mumbai 


phone with a Khaitan fan whirring over his head." 
This, he said, would be a reality if we were to take 
Indian brands global. 

In the second semi-final, the topic was "Strategy is 
a matter of intuition, not formulation". The competi- 
tion was again a close one between NITIE Mumbai's 
Shreyas Srinivas and Amit K. Shah, speaking for the 
motion, and Sydenham Institute of Management 
Studies, Research and Entrepreneurship Education's 
Siddesh A. Ranade and Komal A. Puri, opposing it. 

The final saw the two winners of the semi-final 
rounds, SP Jain Institute of Management and Research, 
Mumbai, take on Sydenham Institute of Management 
Studies, Research and Entrepreneurship Education. 





Applause: Audience encouraged contestants all through 


Audience Prize Winner: Praful Bohra of NL Dalmia Institute of 
Management with Acumen host Harsha Bhogle after winning the 
bumper prize of a Van Heusen Wardrobe voucher 


The topic for debate was ‘Peter Drucker was right; 
Profits will one day cease to be the corporation's raison 
d'etre’. SP Jain's Pahuna Тарга made a strong case that 
profit maximisation leads to issues that may land top 
companies in trouble. She cited the pesticides contro- 
versy, among others. Siddesh and Komal's (Sydenham) 
hard hitting point that every employee is driven by 
bonuses, gratuity and medical allowances, which all 
come from company profits, ensured their victory. 

The judges for the debate competition included 
Dev Bhattacharya, Group Executive President (rr & 
ITES), Aditya Birla Group, Pallav Moitra, Associate 
Publisher, Business Today, Rimmi Juneja, Dean (HR), 
Welingkar Institute of Management, Amita Shankar, 
Associate Dean (Finance), Welingkar, Prof. 
Chatterjee, also from Welingkar. 

The quiz competition saw winners in Symbiosis 
Institute of Business Management, Pune's Rohit Jain 
and Nikhil Narayanan. пм Ahmedabad and Narsee 
Monjee Institute of Management Studies emerged 
joint first runner-up with K.J. Somaya Institute of 
Management Studies taking the third runner-up spot. 
The alumni quiz was bagged by Welingkar’s Ameya 
Samant and A.P. Alagarsamy, while the first runner- 
up spot went to К. Srinivas of им Bangalore and 
Arvind Khusape of пм Lucknow. 

?ауап Varshnei, Publishing Director, Business Today 
and Dev Bhattacharya, Group Executive President (r1 
& TEs), Aditya Birla Group, presented the awards to the 
winners. The prizes were sponsored by Van Heusen, 
Lenovo and Philips. CNN IBN was the media partner and 
PaGalGuy.com was the online partner for the event. m 
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P. 


This sector, along with media and 


FMCG, will lead the jobs boom this quarter jobs sweepstakes 


BECKONING CAREERS 


INFORMATION TECHNOLOGY 
IT lags only marginally behind retail in the 









FINANCIAL SERVICES 
Sectors like the one above will hire at a faster 
pace than the rate of growth of their businesses 


bullish On Employment 


The first quarterly Business Today-TeamLease Employment Outlook Survey 
throws up an optimistic forecast on the job scene. 


HERE'S MORE GOOD NEWS ON THE EMPLOY- 

ment front. Companies across the entire 

spectrum of industries—from retail, 

media and fast moving consumer goods 

(FMCG), to information technology to 
financial services, to infrastructure to IT-enabled 
services (ITES) to manufacturing and engineering— 
are planning to hire in large numbers over the 
quarter starting October 1, 2006. The first Business 
Today-TeamLease Employment Outlook Survey, 
covering 490 companies in eight cities—Mumbai, 
Delhi, Kolkata, Chennai, Bangalore, Hyderabad, 
Pune and Ahmedabad—shows the Employment 
Outlook Index, arrived at by subtracting the per- 
centage of respondents who say they will recruit 
greater numbers from the proportion who project a 
decline, at 81. The objective of the survey is to 


track and understand the hiring expectations of 
the Indian private sector. Incidentally, the Business 
Outlook Index (calculated the same way as the 
Employment Outlook Index) is at 85. Expectedly, 
companies in Mumbai, Delhi and Bangalore, in 
that order, are most bullish about creating more jobs 
during this quarter (see Citywise Employment 
Outlook Index), while those in Kolkata were the 
least so. “The government says 10 million jobs will 
be generated every year over the foreseeable future. 
This study supports that claim; it also proves that job 
creation has now become largely independent of the 
political process,” says Nirupama V.G., Associate 
Director, TeamLease Service. 

The Business Today-TeamLease Employment 
Outlook Survey will be carried out every quarter to 
track the job creation potential of the Indian economy. 
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Companies across all industries are planning to hire — 
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The government's capex is creating massive 
job opportunities 


never before 


An All-pervading Optimism 

If the proof of the pudding lies in the eating, then 
here’s the verdict: sweet. Every single sector is expected 
to go on a hiring spree this quarter. The services sec- 
tor—retail, media, rr and financial services—will mainly 
drive this trend, as will the FMCG sector. This is not at 
all surprising. The economy is galloping along at over 
8 per cent per annum, making it the second-fastest 


Employment Outlook Index 





Retail, Media IT Financial Infrastructure ITES Manufacturing 
& FMCG Services & Engineering 
Figures in index points 


Indians are taking to BPOs & KPOs like 





MANUFACTURING 
Companies here are more focussed on 
enhancing productivity 


growing economy in the world after China. Reflecting 
this buoyancy, the stock markets seem to have resumed 
their ascent, after a brief period of volatility. And the 
country seems to have put the era of jobless growth 
firmly behind it. Just pick up any newspaper. Chances 
are you will come across a news item on yet another 
massive recruitment drive by one or other company. 
ICICI Bank has just announced plans to hire 40,000 
people a year over the next three years. And Reliance 
Industries’ retail venture alone is expected to generate 
over half a million jobs over the next few years. And it's 
not alone. *We are hiring 600-700 sales people every 
month; this will rise to 1,000 people a month over the 
next few months," says Sanjay Jog, Head of HR, 
Pantaloon Retail. And the Big Three of rr—Trcs, Infosys 
and Wipro—will collectively recruit more than 100,000 
people this year. A good percentage of this will obvi- 
ously take place this quarter. “rcs will add 30,000 
people to its workforce by the end of the year," says S. 
Padmanabhan, Executive УР and Head, Global HR, at 
TCS. Only the manufacturing and engineering sector 
trails the overall index. Says Yashovardhan Verma, 
Head of HR, LG India: “This is probably because this sec- 
tor has been focusing more on productivity expan- 
sion than on increasing manpower." 


____in large numbers over the quarter starting October 
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Mumbai | Bangalore | Pune Hyderabad 


i 
Ahmedabad Kolkata 





Chennai 


Delhi 
Figuras in index points 


The Boom Towns 
India's financial capital is brimming over with optimism. 
Ап index score of 98 means that almost every company 
in the sample expects to add to its numbers this quar- 
ter. Ditto with Delhi, which follows close on Mumbai's 
footsteps. Bangalore, Ahmedabad, Hyderabad and 
Pune more or less reflect the overall national trend, but 
Kolkata, despite the hype about its revival, still trails the 
nation by a fair bit. “Kolkata lags only when com- 
pared to the other cities. In absolute terms, the number 
of companies there that plan to recruit over this quar- 
ter still outnumber those that don't by a fair margin," 
clarifies TeamLease's Nirupama. 

Mumbai, Delhi and Bangalore already have large, 
existing employment bases and the Business Today- 
TeamLease survey suggests that these cities will add the 
most among all the cities to their already substantial 
employment numbers. As mentioned in the section on 
Employment Outlook Index, icici Bank, Reliance and 
the three big Іт companies will recruit on massive 
scale. It stands to reason that a fair percentage of 
these numbers will be added at their primary centres 
of operations, particularly in the case of the IT com- 
panies. “For iT and IFES companies, most of the hiring 
will take place in the bigger cities," says LG's Varma. 

The survey suggests that recruitments in 
Ahmedabad, Pune and Chennai will more or less fol- 
low the national average. Given the high index score 
for the country as a whole, this means that potential 
employees can look forward to this quarter with opt- 
imism. Hyderabad, surprisingly, trails the national 
average by nine points. In Kolkata, too, the number of 
companies that plan to hire over the next quarter far 
outnumber those that don't. The implication: the lag- 
gard is slowly catching up with the rest of the pack, and 
that's good news for people in that city. How it per- 
forms in future surveys will be interesting to track. 
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Hiring Trends Across 
Geographies 

Class- ~- 
Rural 












Hiring Trends Across Geographies 
Respondents were asked whether they would hire 
from the metros, Class-I and Class-IE cities апа. 
rural areas. An overwhelming 78 per cent said they 
would hire from the first two only. This is not sur- 
prising given the nature of jobs being created and the 
industries that are generating them. IT, media and 
financial services companies, which the survey sug- 
gests will recruit the maximum numbers, obviously 
need high qualified personnel; and such resources 
are mostly based in the big cities. This skew is also 
due to the fact that the survey covered only the 
organised sector, which is heavily concentrated in 
the bigger urban centres. LG's Verma, however, 
feels that *tax havens and the special economic 
zones will lead to an employment boom in the 
smaller centres." 


A Cross-sectional View 


m A bulk of the hirin 
Hiring Trends Across (86 per cent) will 
Management Levels take place at junior 






levels. This is a no- 
brainer; there will 
obviously be more 
jobs available at this 
level than higher up 
the hierarchy. This 
is also a function of 
the fact that several 
companies in the 
three sectors leading 
the Business Out- 
look Index are start- 
ing operations or are 
expanding in a big way and so, need to rapidly fill up 
their junior ranks. There are, after all, only so many 


| Junior Middle Senior 
level — level devel 
Figures in per cent à 
Total adds up to more than 100 because of 
multiple answers 











WHEN YOUR EXECUTIVE SEARCH RUNS OUT OF FUEL 


TS TIME YOU READ BELOW CAREFULLY. HOTJOBS WITH OUR MNC 
; j iltancy, the trusted recruitment agency for decade CLIENTS 


we begin from 
ers get exhausted.. 


JUR EXPERTISE 


SLB IClioCOmE TES B POWER BEMCGC/CD B OFFICE AUTOMATION. | 
TY @ NEWER 
INDIA 


SEAS LUREBAVIATION BAU OMOBILEIPHARMA [MANUFACTURING "TT 
CONSULTANCY 








heads of departments, project managers, branch man- 
agers and the like that companies like Reliance, Infosys, 
TCS and ICICI Bank and others need to recruit. They will 
obviously need many more salespersons, codejocks 
гапа front desk personnel, and that’s what is going to 
-drive the recruitment boom. Also, “most companies are 
hiring at a faster pace at the entry level than at middle 
or senior levels because of the constrained supply of 
experienced hands, and this is true across industries," 
says Achal Khanna, Country General Manager, Kelly 
Services, a staffing solutions firm. There is, however, 
hope for others as well. Over a third of the sample size 
propose to hire mid-level personnel. The survey shows 
` that two such people will be recruited for every five 
entry- or junior-level recruits. And if you've already 
reached the senior ranks, don't worry; one in six emp- 
loyers surveyed says there's room for people higher up 
the totem pole. 


Indian Job Seeker Is Spoilt For Choice 


Here's proof, if 


Hiring Trends Across ое ева 
Functions all, that India is now 
HB c een Marketing a buyer's market. 





The maximum dem- 
and (almost one in 
three) is for market- 
ing professionals. 
With a wide range 
m of goods and serv- 
ices to choose from, 
the Indian consumer 
is obviously spoilt 
for choice. The 
corollary: he needs 
to be coaxed into 
exercising it. And who better to do it than the army of 
marketing personnel. The flip side: those irritating 
calls from call centre execs offering everything from 
cheap housing and car loans to insurance and the like. 
Next up is the need for IT pros. This is evidence not only 
of the buoyant demand for Indian IT services but also of 
‚ the fact that use of information technology is now 
widespread across the organised economy. As men- 
tioned above, IT companies are on a recruitment spree. 
Besides, with companies in almost every segment— 
especially in retail, infrastructure and financial services— 
expanding at a rapid clip, there is an urgent need to scale 
up their IT backbones to cope with the increasing com- 
plexity of their operations and their logistics. “Гуе 
worked for 20 years in the placements industry, and Гуе 
never seen the kind of buoyancy in the job market 
that Tm witnessing now,” says Kris Lakshmikanth, 
MD, The Headhunters, an executive search firm. 


Administration 


j 
Others” 


ve Production 


Finance ~- 


Figures in per cent 
*Includes Customer Service, Quality Assurance, 
Maintenance, etc. 
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Manufacturing. 
& Engineering 


‘Retail, Media Infrastructure Financial . IT 
& FMCG Services 


Figures in index points 


Confidence Brimmeth Over 
The economy is pushing ahead at full throttle; the 


stock markets are again flirting with their all-time. 


high levels and there's a feel good factor pervading the 
economy. Little wonder then that an overwhelming 
majority of decision makers in the corporate world feel 
that business over the next three months will be better 
than it was in the previous three. Companies in the 
retail, media, FMCG, infrastructure and financial services 
are particularly bullish. The survey suggests that com- 
panies in these sectors will hire at a faster pace than the 
rate of growth of their businesses. This probably has to 
do with the fact that several of these sectors are still in 
their sunrise phase or have just taken off. “The org- 
anised retail industry is obviously very bullish about 
growth. Pantaloon has been opening retail stores in large 
and small cities alike," says Jog. "The optimism of 
Indian employers is reflective of the rapid pace at 
which the Indian economy is growing," adds Jeffery 
Joerres, Chairman and СЕО of Manpower Inc, global 
staffing solutions consultancy. 


Citywise Business Outlook Index 


Chennai | 


yderabad | i 
Kolkata 
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Тесһпо!оду їз simplifying life. Dissolving barriers. 





Opening up new opportunities. In this quest, Orange 
Business Services is effectively leading the worldwide movement towards converged communications. 


With strong domain expertise in fixed and mobile, voice and data, VPN and managed services along with a 
global reach across 220 countries, Orange is simplifying daily business complexities for thousands of 


globalenterprises. 


Orange Business Services represents the business communications solutions and services provided by the 
France Telecom Group, previously brought to you under the France Telecom, Orange, Equant, Etrali, 
Almerys, EGT, Expertel Consulting, France Telecom Intelmatique, SETIB and Solicia brands. 


We are expanding rapidly in India, investing in infrastructure and top minds in the business. If you are 


charged by the possibilities oftechnology and believeinalife sans barriers, we may have aseatfor you. 





Extending the power of 
Orange to businesses in India 


Solution Consultant - Mumbai, Chennai, Bangalore, Hyderabad 
& Delhi 


possess a relevant degree in telecommunications/IT with at least 
8 years experience of technical sales support in 
network/telecorrvIT services and solutions environment. 
Account Manager - Mumbai, Delhi, Hyderabad & Chennai 

Core responsibilities include developing new accounts in India for 
our network and IT services from large Indian companies in key 
verticals like Financial Services, IT/TES and Healthcare; сату 
and deliver order and revenue quota. An engineer, preferably 
MBA, with minimum 10-12 years of experience in IT/Telecom 
solution sales, having enrolment skills and exposure to protracted 
negotiations in complex customer environments. 

Marketing Manager - Delhi & Mumbai 


exposure to below-the-line activities, ability to execute plans 
single-handedly and strong relationships with relevant media and 
analysts. 


Business Development Manager - Delhi 


Partners to Orange Business Services sales team. We require an 
MBA with 10-15 years of experience in the IT industry, having 
relevant experience with IP-related Products and services or 


Global Communications Mobility Secured Applications Outsourcing 


Billable Solution Consultant - 
& Hyderabad 

Responsible for providing billable consulting services and 
delivering complex technical solutions to customers, particularly 
around the areas of VoIP, IP contact centers, IP Telephony and 
security. Owns the high level and low level technical design from 
concept to subsequent implementation. A relevant degree with at 
least 8 or more years of experience as technical sales support in 
network/telecommunications environment. Candidates with 
Previous consulting experience and CCIE certification will be 
preferred. 


Mumbai, Delhi, Bangalore 


Outsourcing Program Administrators - Gurgaon 

A position in the outsourcing business unit; responsibilities span 
across order entry, validation and follow-up of order provisioning, 
inventory and billing information maintenance, cost reporting, 
tools support, to customer claim management, information 
Support and cash collection. A prior experience in order 
management and data maintenance, as well as basic finance and 
accounting skills will be the ideal preference. A background 
technical knowledge of telecommunications will also be 
preferred. 


Global Biling Manager (Integration Services) - Mumbai 

Core responsibilities include bill run management — delivery of on- 
time and accurate billing, identify/resolve billing queries, migration 
of billing functions and strong people management. CA/MBA with 
7-10 years of experience in billing will be preferred. 

Manager Training & Talent Development - Mumbai 


Role demands setting up and managing training functions for 
global contract administration and biling operations, providing 
process and tools training to team members alongwith 
performance management, training and talent 

initiatives. 6 to 8 years of relevant experience will be preferred. 


Mail your resume to careers-india@orange-ft.com 







Business 


Services orange 


orange-business.com 











m 2. А 


- 
ye. 


E 
? 








Т ЖСР ЧИНДЕР TITTY Dom К 5 





Jobs Годау 


Ios m MA 





The survey suggests that companies in Bangalore 
are almost in a state of euphoria. That's the only way 
to describe a Business Outlook Index score of 100. 
Mumbai and Delhi also present an exceptionally 
healthy picture of business growth over the next 
three months. And, this is the clincher: though the 


others trail the national average, all of them exude 
confidence about the next three months. Even 
Kolkata, which clocks in at the last position, shows a 
score of 72, which, on a standalone basis, reeks 
of optimism. 

ADDITIONAL REPORTING BY KAPIL BAJA] 


METHODOLOGY 


HE BUSINESS TODAY-TEAMLEASE 
Tibe Outlook Survey, 
which follows a rigorous, statisti- 
cally validated process adhering 
to the highest standards in market 
research, was conducted among 
490 companies selected from the 
Centre for Monitoring Indian 
Economy database, from NASS- 
COM for IT companies and from 
companies registered with the 


Not Disclosed* 


Turnover Base 





three months and next three 
months); recruitment trends 
(across age, geographies, cities, 
functions and levels), requirement 
for full-time and part-time emp- 
loyees and demographic informa- 
tion about the organisation. A 
total of 490 interviews were con- 
ducted during August and 
September over telephone and 
responses obtained were coded at 


< Rs 250 crore 


website of www.bpoindia.org for the time of data collection. The 
ITES companies. A combination 2 Vang Gier ever information was then analysed 
of database and random sampling 820 Пеш manae using the Statistical Package for 
as a technique has been used. Care cece MM. Social Sciences software, which is 
was taken to ensure a good mix of Employee Base used by research and consulting 
large, medium and small compa- companies worldwide. Given the 
nies as also an equitable repre- "i ae Staff strength: concentration of companies in 


sentation across industries to 
remove any bias or variation 
which might be attributable to a 
particular industry. The target 
respondents at these companies 
were the HR heads or decision 
makers in the hiring process. The 
questionnaire used for the survey 
collated information on overall 
business improvement (last three 
months and next three months); 
overall recruitment needs (last 


Staff strength: 
501-1,000 
Figures in per cent 


Sample Size 





Total Mum 
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759 Mumbai, Delhi, Kolkata, Chennai, 
Bangalore, Hyderabad, Pune and 
Ahmedabad, the study was restrict- 
ed only to companies with a pres- 
ence in these cities. A random 
sampling was drawn from each 
city with due weightage to size. 
Two indices, The Employment 
Outlook Index and the Business 
Outlook Index were computed 
to elaborate and analyse the trends 
that emerged from the data. 
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Designing Careers 


Fashion designers can now look forward to 
regular jobs in large corporate houses. 


HE INDIAN FASHION INDUSTRY IS GETTING CORPORATISED. 
Result: there's a buoyant demand for fashion des- 
igners. “This will only grow as more brands are 
launched," says Atul Chand, Vice President, rrc Lifestyle 
Group, which owns the Wills Lifestyle Stores (WLS) 
brand, adding that designers specialising in accessories 
like ties, cuff links, wallets, etc., will also be needed in 
large numbers to feed this growing market for branded 
lifestyle products. Already, companies like rrc, Madura 
Garments and Arvind Mills, among others, hire des- 
igners to keep their clothes and accessories lines up to 
date. Says Sanjay Shukla, Team Leader, Triburg 
Sporstwear, a buying house (company that sources, 
samples and delivers merchandise to its customers) 
based out of Delhi: *Young fashion designers can be 
picked up from institutes like NiFT or Pearl at salaries 

of Rs 12,000-15,000 per month." 
SHIVANGI MISRA 


= FACT FILE 

Е. WHO'S HIRING: ITC, Madura Garments, 
Arvind Mills, buying houses, export 
houses, etc. 
WHO'RE THEY HIRING: Design graduates from 
leading institutes like NIFT, Pearl, etc. 
AT WHAT LEVELS: Senior level and entry level 
SALARIES: Starting at Rs 12,000-15,000; des- 
igners with five to seven years’ experience 
¥ can earn lakhs per month 
| ©. | TOTAL MANPOWER REQUIREMENT: Precise 

me figures aren't available; but demand is 

buoyant and is expected to number in 
thousands within a few years 


| COUNSELLING 





Q ma 21-year-old BSc (Biotech) graduate. | want to set 

up a firm with a small investment. What are my chances 
dii aid а Ga RUN rox et wd 
to follow? Do 1 need any degree to fulfill my dream? 
It's not enough to just set up a firm. What kind of firm 
do you want to set up? Your chances of growth will 
depend on the kind of business you do. As far as rules 
and regulations go, there are a variety of them— 
from the shops & establishment rules to paying your 
taxes to labour laws. 


Q: l'm a 21-year-old Mech. Engg. graduate. | have always 
wanted to work in an ММС and some of my friends suggest 
that | pursue an MBA (specialisation: marketing) on a 
full-time basis. Is there any other course/training that | 
should undertake to serve my purpose? 

An МВА will not only help you get into an MNC but 
also enhance your career prospects further. Have you 
ever thought of entering an MNC as an engineer (in 
the technical field)? 1 would advise you to broaden 
your horizons. Ultimately, your career ambition 
should be to do really well and that does not neces- 
sarily mean joining an MNC. Don’t make joining an 
MNC your sole career т goal. Look beyond that—the 
world is open to you! 

Answers to your career are contributed by Tarun Sheth 
(Senior Consultant) af енын i 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 


c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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IPsoft India Pvt. Ltd., UNIX 
Administrator Manager, Bangalore, 
10-16 Years, 69596 : 
The candidate should have experience of sun 


nt, storage, raid management, NAS, SAN etc. 
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‘He/She must be familiar with open sour 
| packages | like SUDO, ORCA, MRTG etc. 


Ikanos Communications ()1 Pvt. Ltd., 


Senior IC Design Enginee 
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Our sharp search engine 


finds you the right job. Always anu d 
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Sales and Marke "m z 


Alchemist; Business Development 
рош, Bangalore 8 Dhi, 





same eto the client etc. : 


ssar. F Group, Manager Mar : 
E Mumbai, 4- 8 Years, 2359142 

The desired candidate should have marketing 
_/ brand building experience across FMCG / 


consumer ule cent paint & ded 


industries. Bu 


taba Technologies, Head 
Presales, Mumbai, 8 - 5. Yean, 


2415291 
"The desired candidate will be involved i in pre 


sales management of all products, ownership : 


of product collaterals, REP and product 
demos. » 





: InterGlobe Technologies, Manager - = 
Sales, Delhi, 7-10 Years, 420469 
Responsible for managing the sales funnel 
with focus on. targeted closure with a mix of. 
new and existing relationships. Creating 1 new 
business opportunities, exploring new 
‘markets, executing direct | marketing 
E: mpaigns, Creating new accounts et 





Search for a job with a Monster 


by your side 


Monster has the best employers hiring online...Get noticed 


Post your Resume for FREE 
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Iris Software Pvt. Ltd., Inside ‘Sales | 
Executive, Delhi & Noida, 2- 6 Yua 
2210681 . ur 
The sales. executive needs to at о 
‘teleconference, web-demo or meetings with — di 
CTO's, IT Directors etc. for project sale. 5 


Lera Technologies Pvt, Ltd., Busines 


Manager, Hyderabad, 2 = 5 Years, 
2110132 - . 
"The person should be able t to make cold о 
over the telephone to C-level executives, 
directors, IT managers, ‚Не should be able to 
identify opportunities, generate | quali | 
leads, demonstrate technical solutions on-line. 
aX actively; manage the. account for deal 
closure. | 


Motorola 1 india Pvt. Lid., ‚а 
Manager, биро, 8. ш ES le 
6052. 

































ing 


financial institutions, insufance 








health care and pharma etc. 


Netcore Solutions Pvt. Li, VP- S es 
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IVRCL - a name that is synonymous with Infrastructure building in India provides 
total solutions in the core sectors of Water, Power, Transportation, Industrial Structures, 
Irrigation and Design Engineering. To handle our projects nation-wide, we have a network of 
regions operating in Delhi, Chennai, Bangalore, Pune, Kolkata, Jaipur, Ahmedabad, 
Lucknow and Bilaspur with corporate office at Hyderabad. 


The ISO 9001:2000 certified company with over Rs.1800 crores Group turnover, over 
3000 employees, order book of over Rs.6500 crores and plant & machinery worth 


Rs.200 crores has successfully built-up an impressive reputation in Indian Infrastructure 
Industry by offering world class quality, sound engineering and adhering to delivery 
schedules. | 


We welcome professionals in the above core sectors to assume leadership responsibilities 
for our operations at Hyderabad / Delhi / Chennai / Bangalore / Pune / Kolkata and other 
major cities in India: 


Graduates in Civil / Mechanical / Electrícal Engineering with over 20 years of experience in 
large size Infrastructure Projects in Design, Project Management, Tendering, Business 
Development, Planning, Execution, Contracts Management and related areas. Should 
possess strong communication & presentation skills, leadership skills and inter-personal 
skills to guide and motivate team professionals. 


Remuneration and perks will not be a constraint for all the above positions. 


We are performance oriented with diverse and radical thinking, making us one of the most 
exciting places to work. If this challenges you, please send in your detailed Resume, 
enclosing a covering letter with the position applied for and specifying present/expected CTC 
within 10 days to: 








Mind Your Language 


Karnataka threatens to shutter over 1,400 schools in the state for not teaching 
primary school students in Kannada. Poor tech capital. RAHUL SACHITANAND 


4 p.m., V.V. Puram, Bangalore 


FOR THE MOST PART, G.S. 

Sharma, the 82-year-old 

President of the Karnataka 

Unaided School Manag- 

ement Association (KUSMA) 
and founder of the five-decade-old 
SSVM Group, is a fairly placid and 
soft-spoken person, who rarely finds 
reason to raise his voice or lose his 
temper. However, the last week 
has given him plenty of opportu- 
nity to throw a tantrum and ha- 
rangue state government officials. 
His main grouse: the Karnataka 
Government's plan to shutter 
1,416 schools statewide for not 
sticking to Kannada as the medium 
of instruction (up to class 5), which 
Education Minister Basavaraj 
Horatti says has been mandated by 





a Government Order passed in 
1994. Sharma says that the ruling 
contravenes a Supreme Court (SC) 
judgment that allows instruction in 
any medium, and schools that are 
compelled to close will take refuge 
behind this ruling. *The govern 
ment can't decide language of 
instruction of schools and force 
them to use only Kannada. This is 
not followed anywhere else in the 
country," he tells this writer in his 
first-floor office in old Bangalore. 

At various stages over the last 
few decades, pro-Kannada agita- 
tions have rocked Karnataka and 
its cosmopolitan capital Bangalore. 
These protests have been of various 
intensities and against different 


= languages (first Hindi, later Tamil, 


and now English), and by maverick 
agitators such as Kannada Chaluvali 
leader Vatal Nagaraj, who have led 
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the vitriolic attack on the state 
administration for its pur- 
portedly anti-Kannada stance. 
This time around, however, 
ministers themselves seem to 
have become votaries of the 
language chauvinism, with 
Horatti, the state's Primary 
Education Minister, ordering 
the closures. His colleague and 
Higher Education Minister 
D.H. Shankaramurthy causes a 
storm of his own by declaring 
that the warrior Tipu Sultan, 
who until recently was con- 
sidered an icon for fighting 
the British, is anti-Kannada 
for purportedly using Persian 
as his administrative lan- 
guage. This remark is met 
with much derision, with noted 
littérateur Girish Karnad launching 
a scathing attack on the statement 
stating, “Everyone has the right to 
say something stupid, but I don’t 
think the Education Minister 
should exercise that right.” 
Karnad, however, is not alone in 
launching a stinging attack on the 
state government, with education 
experts too queuing up to take pot 
shots at its “ridiculous” plans. “The 
government has its priorities mis- 
placed and shouldn’t be interfer- 
ing with the medium of instruc- 
tion, but look at issues such as 
teacher training and frame rules on 
areas such as infrastructure in 
schools,” argues Padma Saranga- 
pani, Visiting Fellow at the National 
Institute of Advanced Studies, 
Bangalore. “The government’s 
decision is unwarranted since it puts 
thousands of children’s academic 
year in jeopardy,” says Sharma. 
Horatti, however, tells BT from 
Belgaum in North Karnataka (where 
the government had organised a 
special legislature session to prove 
the city is an “integral” part of 
Karnataka and not Maharashtra, 
as some see it), that the govern- 
ment is firm on its plan to shutter 
these schools and effectively leave 
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250,000 students without a school 
to attend once the Dussehra holi- 
days end in early October. 

The next day, a horde of school 
principals, teachers and parents 
address a press conference at the 
Bangalore Press Club and claim 
they will run their institutions as 
private tutorials if they are forced to 
shut. After the boisterous press con- 
ference, everyone walks across to 
the verdant Cubbon Park to hold a 
public meeting and then walk in 
procession to meet the Chief 
Minister H.D. Kumaaraswaamy, to 
try to press their case, “We are con- 
fident that the government will lis- 
ten to our plea,” says Sharma, wait- 
ing in the corridors for the CM to 
emerge from a meeting. 

In an anteroom barely 10 metres 
away from where we speak to 
Sharma, the maverick pro-Kannada 
legislator Nagaraj is in no mood to 
budge. “These schools broke the 
law in the first place and should 
therefore be punished immediately,” 
the long-time activist-politician, 
who has been associated with the 
movement for over two decades, 
tells an expectant group of scribes 
outside the Committee Room in 
the Vidhana Soudha. He even 
sneaks a quick meeting with Horatti, 


where (besides discussing his 
plans for the Belgaum ses- 
sion) he presses upon the 
minister the need for quick 
action against erring schools. 
“We must protect the int- 
egrity of Kannada and 
Kannadigas,” says Nagaraj. 
As expected, India Inc. 
has reacted with trepidation 
over the latest rounds of lan- 
guage chauvinism, with the 
IT industry and beer baron 
Vijay Mallya attacking the 
pro-Kannada lobby. Mallya 
leads the charge at the UB 
AGM, telling reporters on the 
sidelines that the move is “a 
retrograde step” and that 
English education needs to 
be encouraged. N.R. Narayana 
Murthy, Infosys’ non-executive 
Chairman, says the demand for 
English is widespread, with even 
children of Infosys support staff 
demanding an English education 
to work in a globalised world. 
Despite these words, it appears 
that the hardline Karnataka 
Government is unwilling to back 
down over the schools’ imbroglio. 
“These schools will be closed as 
they have violated the government 
order... there is no two ways about 
this,” Horatti says after a chat with 
Nagaraj, as he strolls towards a 
meeting with the CM. The school 
management, meanwhile, forced 
with imminent closure backs off a 
little, but then comes back swinging 
at the Government, by taking refuge 
under an SC judgment allowing ins- 
truction in any medium. “We are 
teaching in English based on popu- 
lar demand... even the poorest peo- 
ple want their children to learn 
English so that they can get jobs in 
software,” says Shameem Haseeb, 
who runs the Globe School in 
North Bangalore. With a day-long 
bandh called for by the Karnataka 
Rakshana Vedike on October 4, 
the latest round of language chauvi- 
nism seems to have just begun. Ш 
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Why Brands Rule 


Marketing guru Philip Kotler makes a case for branding in 
business-to-business marketing. ARCHNA SHUKLA 


B2B BRAND HEN IT COMES TO MARKETING, THERE'S 
MANAGEMENT \ \ / no name bigger than Philip Kotler. 

: The Kellogg School professor has a 
By Philip Kotler and formidable reputation, built on the fact that an 
Waldemar Pfoertsch entire generation of marketers has grown up 
Springer reading his books on the subject at various B- 


Pp: 357 schools. So, is it possible that Kotler still has 
Price: Rs 2,524 something to say about marketing that he already 
hasn't? It turns out, he has. In this book, co-au- 
thored with Germany's Pforzheim University 
professor, Waldemar Pfoertsch, Kotler makes a 
case for brand management in business-to-busi- 
ness (B2B) marketing as well. Those who've read 
Kotler's textbook Marketing Management will 
recall that his revisions over the year have 
included B2B marketing, but this is his first book 
devoted entirely to the topic. 

The core proposition in the book is that in 
the new globalised world *being known" rather 
than *being one of many" is the need of the 
hour. *Customers for everything from specialty 
steel to software now face an overwhelming 
number of potential suppliers. Too many to 
know them all, let alone to check them out 
thoroughly..." The authors say that companies that once measured their 
worth in terms of tangibles such as factories, inventory and cash have to 
revise their point of view and embrace branding. 

How does branding help in overcoming these challenges? The authors 
offer a huge list—it helps with differentiation (and, hence, premium) in 
product categories that are highly undifferentiated; creates brand loyalty, 
as it helps companies transition from a transaction-based selling model to 
one that is relationship-based; and assures future business. And all this, ul- 
timately, leads to increased sales. There are enough examples in the B2C 
space of companies with strong brands benefitting not only from higher 
margins but also from higher sales volumes. Toyota, Nokia, Starbucks and 
Nike are just some of them. But there aren't too many examples that come 
to mind from the B2B space. Sure, there are marketers like Intel, GE, and 
Caterpillar that realised the advantages of в2в branding early on in their 
lives. For most other B2B marketers, though, branding is a superfluous exe- 
rcise. After all, the argument goes, the business buyer is much more sop- 
histicated than the retail consumer. The former is more eager to look at your 
costing, product performance and service than the badge on the box. 

That, however, is changing, say the authors. Proliferation of simi- 
lar products, increasing complexity of customer needs (moving from 
stand-alone products to solutions), and high price pressures will force 
B2B marketers to focus on brand building. If you are a B2B marketer alr- 
eady thinking along those lines, then this book is the weightiest cor- 
roboration you could have asked for. 


KOTLER 


PFOERTSCH 





THE CORPORATION THAT 
CHANGED THE WORLD 


By Nick Robins 
Orient Longman 


Pp: 218 
Price: Rs 295 


HIS ISN'T THE FIRST BOOK ON THE 

British East India Company. 
Everyone from John Keay 
(Honourable Company) to John 
Sutton (Lords of the East) to Philip 
Lawson (The East India Company: 
A History) has written at various 
times about this unique corpora- 
tion. So why should you read 
Robins, a London-based Fund Man- 
ager? “There are countless histo- 
ries of the East India Company, yet 
none address(es) its social record as 
a corporation,” says Robins in his 
introduction to the book. Not strictly 
true, but where Robins differs is in 
studying the impact of the world's 
first “global” corporation on the 
modern day multinational. For ins- 
tance, the governance structure of 
the East India Company still lives on 
to a large extent in the corporation of 
today. “Across 400 years of modem 
corporate history,” writes Robins, 
“three design flaws in particular 
unite the Company with the global 
corporations of the 21st century: 
the drive for monopoly control, the 
speculative temptations of executives 
and investors, and the absence of 
automatic remedy for corporate 
abuse.” By examining the Com- 
pany's executive abuses in detail, 
Robins also hopes to stimulate a de- 
bate on how to rein in errant mod- 
ern day corporations. Whether he'll 
succeed is a different issue. 


Back of the book 
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Cars The Super Rich Drive 


A random look at some of the wheels preferred by India’s top CEOs. 


Anil Ambani 
Chairman, Reliance Anil Dhirubhai Ambani Group 
NET WORTH: $5.5 billion 
FAV WHEELS: LAMBORGHINI 
Anil Ambani's passion for the 
good things in life is only too 
well-known. It comes as no 
surprise, therefore, that he’s | 
passionate about cars and also has an enviable collection of them. His regular weekday 
wheels is a black Mercedes 350. He also sometimes drives around in a Lexus suv, with his 
driver in the passenger seat. But the car that takes one's breath away is the yellow 
Lamborghini (see file picture) that he uses on Sundays. The car is considered the ultimate 
in style, power and opulence. These are words that can be applied to Ambani as well. 

KRISHNA GOPALAN 





Kumar Mangalam Birla 

Chairman, Aditya Birla Group 

NET WORTH: $4.4 billion 

FAV WHEELS: BMW 5 SERIES 

Kumar Mangalam Birla is among India’s youngest 

corporate chieftains. He is known to be quiet, 

elegant, classy and understated. In other words, 

there’s nothing flashy about him. Ditto with his 

car—an olive green BMW 5 series sedan (left) with 

a long wheelbase, lightweight alloy wheel rims and | 

a lot of space for the driver and the passengers. 
KRISHNA GOPALAN 
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Sunil Bharti Mittal Shiv Nadar 

Chairman and Managing Director, Chairman and CEO, HCL Technologies 

Bharti Airtel NET WORTH: $3 billion 

NET WORTH: $4.9 billion FAV WHEELS: ROLLS ROYCE PHANTOM 

FAV WHEELS: SILVER MERCEDES $320 Nadar has a bluish-grey Rolls Royce (see file 
The dapper chairman of the Bharti picture) Phantom and a 10-year-old deep beige 
Group currently drives around in Mercedes 500 SEL. Nadar had set his heart on the 
a silver coloured Mercedes $320 Maybach, but “the roads here are too bumpy to 
(see file picture). He also has that ul- enjoy a ride in a Maybach,” says an aide. 


timate value-addition: a sticker be- ARCHNA SHUKLA 
low the number plate says | = 
“Honorary Consul of Seychelles”. 
SHALEEN AGRAWAL 





Malvinder Singh 
MD and CEO, Ranbaxy Labs, & Shivinder Singh, MD, Fortis Healthcare 
NET WORTH: $1.55 billion 
FAV WHEELS: MERCEDES $320 
Malvinder Singh and Shivinder Singh have similar tastes in cars. Both brothers 
drive around in silver Mercedes $320s and both are now getting the Mercedes 
$350. The similarities don't end there. Both the new cars will be champagne- 
coloured and will be imported from Germany. The colour, apparently, was cho- 
sen by their wives. Malvinder loves to drive, but finds the Delhi traffic irritating. 
“But I drive on weekends when I go out with my family,” he says. Incidentally, 
the Merc (left) that the elder Singh drives now belonged to their father, the late 
Parvinder Singh. *This car has immense emotional value for me," says 
Malvinder, adding: “I am going to keep it with me always." 

ARCHNA SHUKLA 
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Subhash Chandra 
Chairman, Zee Telefilms 

NET WORTH: $900 million 
FAV WHEELS: MERCEDES 
VIANO 3.5 

Subhash Chandra is 
very choosy about his 
cars and generally puts 
convenience and utility 
above anything else. His mode of con- 


Vivek C. Burman 
Chairman, Dabur Group 
NET WORTH: $1.1 billion 
FAV WHEELS: MERCEDES KOMPRESSOR 

Burman loves driving in style. His pre- 
ferred mode of transport: his royal blue 
Mercedes Kompressor. His favourite: a 
Rolls Royce, a 1990 Silver Spirit, which, | 
his aides say, һе used 
for all his *post-work endeavours". He, how- 









veyance today is the Mercedes Viano 
3.5 (below), which he has customised 
it to his requirements. That includes, 
among other things, a Dish Tv re- 
ceiver and a plasma television set on 
which he keeps track of his own busi- 
ness and that of his competitors. 


ever, sold the Rolls sometime back 
and now wants to go in for a Bentley. 
While he decides which model to 
buy, he has added a jet-black 
Mercedes S class to his fleet. Burman 
also owns a Mercedes sports car. 
The car, though an old one, is among 


Chandra has three Mercs in his garage. 
KRISHNA GOPALAN 


Burman's favourite possessions. 
AMIT MUKHERJEE 



















Vijay Mallya 

Chairman UB Group 

NET WORTH: $950 million 

FAV WHEELS: BENTLEY CONTINENTAL FLYING SPUR 
Vijay Mallya has always lived life king- 
size. Everything about him has a touch of 
class and flamboyance. Can the man's 
cars then be far behind? Not at all. 
Mallya's choice of wheels in Mumbai 
is the Bentley, which, it must be added, 
is only one among his massive collection 
of cars. The red sedan is a 
four seater and if looks could kill, this car would 
have several to its credit. The model is called the 
Continental Flying Spur (left) and costs Rs 3 crore. 
It is said to be appropriate for a business commute 
and also for an evening at the theatre. Mallya 
would like that for sure. 
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What Your Trainer Won't Teach. 260407 4 


ACTIVE THIS WINTER 


matter how fat the gym fees you fork out are or how swank the 

weight-room is or how buffed your trainer looks, there are some 
moves you'll likely never learn at your gym. Yet these are the basic build- 
ing blocks for your body, many of them a staple part of most body- 
builders’ regimes. Did I say bodybuilders? Yes, and before you snort back 
that you only want a gym-toned body and not bulging pecs and lats that 
get in the way of walking normally, let me ask you this: if you want to 
improve your golf swing (even though you hit the course only on the 
weekends) would you take a tip or two from Mr Woods? Or would you 
say, “Nah! He’s a pro; I don’t want to be a pro”? 

Trust you get the drift. The best workout tips come from body- 
builders because they are the pros in the business. You needn’t press 
a tonne on the bench or shoot yourself silly with steroids like many 
of them but when it comes to tips and techniques, whether you 
like it or not, they’re the gods. 

So let’s cut to the chase and give you two exercises that no one in your 
gym does. Do these and you'll see how effective they are. The first one's 
the Arnold Dumb-bell Shoulder Press. It targets two muscle groups—the 
front and sides of your shoulders, the deltoids, as well as your triceps. And 
that’s why it’s a compound exercise. Hold two dumb-bells, one in each 
hand, with your palms facing you. Start with them on either side of your 
collarbone. Now press them vertically upward simultaneously while 
you rotate them so that at the top of the movement, your palms are fac- 
ing outward. Now lower them slowly while rotating them back so that 
at the starting point your palms again face you. That’s one repetition. 
Now, why are they called Arnold presses? Yes, you guessed right. The 
California governor invented them back when he was bulking up on 
Muscle Beach! In fact, Schwarzenegger used to do these standing. For 
starters, Fd suggest you sit, use moderate to light weights and don't 
arch your back—keep it straight. 

The second one is the Double-handed Dumb-bell Pullover. The 
main muscle effected here is the chest but it also benefits your lats, 

е shoulders and triceps. Rest your upper back on 
a bench that is perpendicular to your back. 
Your feet should be flat on the floor. Begin by 
holding a dumb-bell with both hands above 
your chest, your elbows slightly bent. Take а 
deep breath while lowering the dumb-bell back 
as you stretch your arms as far back behind 
your head as you can go. You will feel the 
stretch in your chest muscles and lats. Now 
slowly bring your arms (holding the dumb-bell) 
back to the starting position while breathing 
out. That's one rep. Want a V-shaped torso? Add 
this move to your repertoire. And, oh, sorry, 1 
don't know who invented this one. 
MUSCLES MANI 
write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


Г: BEST EXERCISES ARE THE ONES NO ONE WILL TELL YOU ABOUT. NO 
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DishTV Vs Tata Sky: 


a9. AND TATA SKY, THE TWO PRIVATE SECTOR 
Direct-To-Home (DTH) satellite broadcasters, 
have both launched their services. Which of the two is 
better? Before answering that, ГЇЇ give a short rundown 
of DTH. Basically, when you subscribe to the service 
you get a small dish, lots of thick wire and a set-top 
box which connects to your Tv not through the regu- 
lar RF cord (like cable), but through an audio/video-in 
cord like the three-way coloured wire you use to 
connect your DVD to your TV. 


DishTV 


PRICING: DishTV costs Rs 3,190 and you get 75 channels 
free for three months, usually the ones I don't watch. 
If you want all the premium channels, which include 
the Sports channels and stuff like Discovery 
Travel&Living or уні, it will cost you Rs 350 a 
month. As of now, Dishrv also has more channels; it 
carries the Star bouquet (which isn't free), and some 
other exclusive channels (including Manchester United 
TV and Chelsea TV). 
There are several meth- 
ods you can use to settle 
your bill in both post- 
paid and pre-paid 
options. Honestly, 1 
haven’t tried that out as 
yet, so I don’t know how 

easy or difficult it is. 
REMOTE: The Dishtv 
| remote is incredibly 
| geeky and allows you to 
play around with more 
settings, but does not 
have an easy user-interface. Unlike regular TV, you 
can't key in channel numbers on DTH 
systems because channels wear 
obscenely huge numbers. Aaj Tak, 
for instance, was channel 900. I'm 
sure that if I’m left alone with the Dishrv 
remote for a month, 141 have it worked 
out backwards, and so will several of you, but 
for now, it must be said that it is not intuitive. 
PAY-PER-VIEW: Dishrv offers Pay-Per-View movies 
over the weekend, I could watch Cinderella Man, ad- 
free, for Rs 50 (debited from my pre-paid amount). 
NUMBER OF TVS: The DishTV system can 
support only two set-top boxes per dish. 











How They Stack Up | 








а 
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How to install DTH: You call up the toll-free numbers $ 
for each service (1800-1803474 for Dishtv and 1901- | 
4256633 for Tata Sky from MTNL/BSNL lines) and 
you will be genuinely surprised at bow effective the 
customer service agents are. The installation itself 
does not take very long at all, as long as you bave free 
access to your roof. 

There, now tbat that's out of tbe way, bere's 
the head to head comparison between the two 
services. 


Tata Sky 


PRICING: Tata Sky costs Rs 3,999 
to install and currently offers only 
one package for Rs 200 a month 
(it only recently started offering Zee). 
Only after January will Tata-Sky announce 
a tiered package pricing. Tata Sky will pri- 
marily use a pre-paid billing system similar to 
mobile phone wherein you will buy top-up 
cards for the 
service. 
And 

like in 
the case 
of the former, I can't 
comment on it as 1 
haven't tried it out yet. 
REMOTE: Despite the 
higher price, I was 
strangely attracted to 
Tata Sky. As I expl- 
ained earlier, channel 
numbers on DTH sys- 
tems are large. History Channel on Tata Sky was 
channel 557 or something. The infinitely easier-to- 
use remote easily knocks the socks off the one from 
its rival. 

PAY-PER-VIEW: Tata Sky's "Showcase" Pay-Per-View 
is still a project in the works. 

NUMBER OF TVS: Tata Sky's system can support four 
set-top boxes. 

CONCLUSION: Dishrv is the better service in terms of 
its service offering. However, Tata Sky is far easier 
to use. It can, however, be said confidently that both 
services are eons ahead of your regular cable-wallah. 
Say no to cable, I say! 









KUSHAN MITRA 
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The Insider 


MAYBE IT'S THE MOUSTACHE THAT FASCINATES THEM, BUT 
we'd like to believe that Ogilvy wants Piyush Pandey 
on its global board because he's very very good at 
what he does, and that is to lead the advertising gi- 
ant's India business and whip competition ever so 
often. Under Pandey, 51, Ogilvy India has literally 
swept every single national awards show it has par- 
ticipated in and won more international awards 
than any other agency in India. Besides, Pandey has 
been the first ever Asian to serve as President of 
the Cannes jury. Still, this ad industry maverick is very 
excited about the new honour. “It’s a huge recogni- 
tion to be a part of the Ogilvy worldwide board, but 
these are not things that you expect or can work to- 
wards; so yes, I'm very happy," he says. Full marks 
for modesty and honesty. 





Түй үчүн 


Stop Press 


ESSEL GROUP SUPREMO SUBHASH CHANDRA AND CON- 
troversies, it seems, go hand in hand. The latest 
one involves his efforts to acquire a majority stake in 
United News of India (UND, a news agency. Despite 
vociferous protests from UNI employees, Left and op- 
position parties, Chandra, 55, had managed to close 
the deal on September 27 with the support of the UNI 
board. Under the deal, one of his investment com- 
panies, Mediawest, was given a 60 per cent stake in 
the company for Rs 32 crore; even Chandra was 
co-opted on the UNI board. But on September 30, the 
Delhi High Court, in response to a petition filed by a 
Bhopal-based media company, Sandhya Prakshan, or- 
dered a status quo on the deal. Both Essel and the 
complainant have been asked to present their cases on 
October 5. Will Chandra get UNI or lose it the way he 
lost India cricket rights? Wait and watch. 





BHASKAR PAUI 


The India Connection 


INDIA FIRST DISCOVERED WILBER ROSS JR. WHEN HE SOLD HIS INTERNATIONAL STEEL 
Group to steel czar Lakshmi Niwas Mittal. Now, the country will proba- 
bly see more of him—at least, of his firm WL Ross & Co. In the first deal 
of its kind, WL Ross, a New York-based buyout firm, is said to be close 
to acquiring S.K. Birla's ailing ocM India for about Rs 170-180 crore. (An 


announcement was due when BT went to press.) OCM was carved out of 
Birla VXL some time ago to facilitate the sale, and has a fabric manu- 
facturing plant in Amritsar. “The WL Ross team has extensive experience 
in global turnaround,” said an executive at an India firm that is advising 
Ross on the deal. With more than $3.5 billion (Rs 16,100 crore) in pri- 
vate equity fund and plenty of distressed assets around in India, Ross may 
actually develop a taste for the country. 
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Prized Catch 


SHE'S BEEN THERE, DONE THAT. IN 1995, SHE WAS ON 
the list of Canada's “Тор 40 Under 40” and just two 
years later was on the ‘Who’s Who of Canadian 
Women’. And now, Carol Borghesi, 49, has taken 
over as Bharti Airtel's Director for Customer Service 
Delivery. But ask her why she chose to come to 
India, and this veteran of 25 years, who, in her pre- 
vious assignment was the Managing Director of 
21st Century Cultural Experience, a division of 
British Telecom's 21st Century Networks, says: 
"The Indian telecom industry is at a stage where it can 
leapfrog technologically, without having to go 
through some of the pains that networks in the Us and 
Europe went through." She's here for three years to 
start with. If Bharti's subscriber numbers surge even 
more, you'll know whom to blame. 


wvWnxfvu 


Young And Ambitious 


AT 37, REDIFFUSION DY&R’S NEWLY-APPOINTED 
President, Mahesh Chauhan, becomes the youngest 
head of a multinational advertising conglomerate 
in India. He was earlier at Everest Brand Solutions, 
where he turned the agency around, after it had lit 
erally been written off, and made 

some of the bigger players sit up 

and take note when just a little 
over two years ago it began its 
client winning spree, not to 
mention its award winning 
spree. “Rediffusion used to be 
the benchmark agency in 

the 70s and 80s and 

my ambition clearly is 

to get those days 
back,” says Cha- 
uhan. He adds 
that he’s aware 
times have chan- 

ged and the ind- 
ustry has evo- 
Іуеа. “What 
worked then will 
not work now 
and a new recipe 
will have to be 
cooked up, and that 
clearly and broadly 
is my mission,” says 
the young man. 
Now you know 
why they gave 
him the job. 
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AMIT MUKHERJEE AND DEEPTI KHANNA 





NAME: К! 

AGE: 39 

DESIGNATION: Chairman 
GROUP: Aditya Birla Group 





Global Player 


UMAR MANGALAM BIRLA IS ON AN EMPIRE-BUILDING SPREE AND IT SEEMS HE HAS NO 
intentions of slowing down. It really started a year ago with the merger of Indo 
Gulf Fertilisers and Birla Global Finance into Indian Rayon, which was subse- 
quently renamed Aditya Birla Nuvo. Then came the announcement that was perhaps 
the most surprising. Just when it seemed that the group was all set to bid adieu to the 
telecom business, it did quite the reverse—it bought partner Tatas' 48.14 per cent hold- 
ing in Idea Cellular for a whopping Rs 4,406 crore. With this, the group now holds a 
little over 98 per cent in the telecom major, which is tipped to go public. When it hap- 
pens, it will mark the group's first IPO in over 15 years. The company is also looking 
to become a pan-India cellular player. 





For Birla, the dream to go global is pretty much an ongoing process. Last year when ВТ } 
interviewed him, he categorically said, “We hope to enter the Fortune 500 list as a group 
by the turn of the decade.” With a proposed mega foray into retail—in typical Birla 
fashion, nothing will be announced or spoken of till everything is in place—and the recent 
acquisition of Canada’s largest BPO, Minacs, for $125 million (Rs 575 crore) by group com- 
pany, Transworks, that dream may not be too far away. In early September this year, the 
group struck a 70:30 joint venture with China-based Hubei Jing Wei Chemical Fibre 
Company for manufacturing specialty fibres for the Asian market. And now, news is 
trickling in that an unlisted company in the group, Essel Mining & Industries, is close to buy- 
ing over a mining company in Indonesia for $180 million (Rs 828 crore). The group has in 
the past acquired mines in Australia through Hindalco and the overseas pursuit is seriously 
on, say those who track the group. As a leader, Birla is known to delegate and a large part 
Call us at of his core team has stuck with him for a while now. For the Chartered Accountant and MBA 
0120 431 9696 from London Business School, the next few years could be the ones to watch, as the in- 
vestments may start bearing fruit. For now, it appears, the objective is to consolidate in key 
segments and look for ways to make Birla a stronger global group. 8 \ 

KRISHNA GOPALAN 
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From The Editor 


SK ANY CEO WHAT HIS BIGGEST CHALLENGE IS AND IT 

is highly likely he'll say it's attracting and retaining 

talent. Not access to capital or technology or 
markets but people. And that is one resource in scarce 
supply. At one level, it is ironic and paradoxical that in a 
country of a billion people with an active workforce of a 
mind-boggling 496.4 million, we are talking about an 
acute shortage of workers. The situation is particularly 
piquant in sectors such as information technology, which 
is intrinsically a people-driven business. Here, attrition 
rates have shot up and, often, so have expectations of 
employees, resulting in soaring wage bills in a sector 
where cost-competitiveness is the main advantage that 
Indian IT companies enjoy. It's no wonder then that 
such companies try harder when it comes to meeting the 
challenge of attracting and retaining employees. It 
shouldn't come as a surprise then that seven of this 
year's top 10 Best Companies to Work for in India are 
IT companies. Last year, there were five (six if you 
counted the sole rr-enabled services company on last 
year's list). Back in 2001, the first 
year of the Best Companies to 
Work for in India survey, there 
were just two information tech- 
nology companies on the top 10 
list (of course, there were a couple 
of hardware firms on that list too— 
don't forget, this was 2001). 

Yet again, this year sees Infosys 
topping the list for the second con- 
secutive year and for the fourth 
time in the six years that we've been doing the survey. If 
people management is at the heart of running an IT 
business, Infosys is one of those where that is demon- 
strated the best. Clearly a badge brand Ir company, 
Infosys in the past 12 months received nearly 1.5 million 
resumes from people hopeful of a berth in its burgeoning 
workforce (at last count that was over 65,160). Only 
22,913 were hired, by the way. Sifting a million resumes 
to identify suitable recruits is probably not short of a 
Herculean human resources (HR) task. 

But then the role of HR has undergone dramatic 
changes in the past couple of decades. No longer relegated 
to the back of the building, HR today plays an intrinsic role 
in a company's business strategy. Each of our features on 
this year's top 10 shows how companies are managing 
their human resources to make their environments better 
places to work. And while the relatively younger rr com- 
panies are at the forefront of innovative ways of manag- 
ing HR, there are so-called old economy companies that are 
also doing things differently to attract and retain talent. On 
our list you will also find Johnson& Johnson and HSBC, the 
first is a 120-year-old company and the second, 141! 
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Rural-Urban Divide 
THE RURAL-URBAN DIVIDE CON- 
tinues despite a high growth 
rate. According to the 61st 
© round of the National Sample 
- Survey, apart from rural-urban 
wage differentials, gender dif- 
VET ien ferentials are very much a part 
of the present-day Indian economy. The urban regular wage 
earner earned Rs 194 a day, which was one-and-a-half times 
the rural average of Rs 134 a day in 2004-05. Interestingly, the 
wage gap is most pronounced among graduates. An analysis. 


The Asian Agenda 

IS A REGION-WIDE FREE-TRADE 
area a realistic goal? So far, 183 
free trade agreements have ei- 
ther been signed or are being 
proposed or negotiated across 
Asia. The share of intra-regional 
trade has risen to about 55 per 
cent last year from 40 per cent in the early 1990s. Aside 
from trade in goods, there is a need to focus on free trade in 
services. Given the stalled wro talks, it is vital for Asian coun- 
tries to pursue further market opening and structural reforms. 


Portable Numbers 
WITH DEPARTMENT OF TELECOM 
setting April 2007 as the dead- 
line for mobile local number 
portability, consumers are gear- 
ing up to expect better services. 
According to telecom regulator 
ТЕС ЖЕШ Trais consultation paper, 30 
per cent of mobile subscribers are likely to port numbers. 
However, there is opposition from incumbent operators. In the 
United States, they moved the court, in Europe, they delayed 
the process till the regulator put its foot down. An analysis. 
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Autos: The Road Ahead 

THE COVER STORY WAS GRIPPING. 
With more Indians making it to 
the millionaires list, demand for 
premium cars is bound to go up. 


VENKATARAMAN, through e-mail 
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AFTER READING ADMINISTRATORS 
Wanted, one only wishes that IAS 
officers, who are being wooed by 
private companies, join PSUS too 
and help change their fate. 
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Not Fair 

IN FREE TRADE OR FAIR (OCTOBER 8), 
I have been misquoted in the lead 
Trends article. In fact, I had exp- 
lained in detail how the Chinese 
silk exporters had destroy ed the 
domestic silk industry by unfair 
dumping of silk yarn and silk fab- 
ric. I had also mentioned that the 
Chinese companies are not open 
about providing cost details and 


Boom All The Way Or... 

YOUR COVER STORY AUTO’S BIG 
BOOM (October 22) vividly nar- 
rates a saga of progress that India 
and Indians can be proud of. It 
was a great feel-good story. While 
the strides made by the Indian 
auto industry in recent years have 
been nothing less than spectacu- 
lar, what the future has in store is 
surely going to be even more exc- 
iting. Infrastructure (or rather the 
lack of it), though, remains a con- 
cern considering the explosive 
growth in traffic. 
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this, it was felt, made it impossible 
to export raw material at the price 
at which it was being exported. 
К. SUKUMAR MENON, IT. DIRECTOR, 
CENTRAL SILK BOARD 
Correction 
IN READY FOR THE WORLD (TRENDS, 
October 22), the heading of the 
last column in the table (Who 
Got, What) should have been 
Performance Capability and not 
Financial Strength. 
The error is regretted. 
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Bosch innovation. 


ү Automatic syringe filling and seali 
` Greater safety and hygiene for pa 
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Bosch innovation. FXS 2020, developed by Bosch, is specially А ۱ 
designed for start-up production and R&D. It can fill up to 80 pre- 

sterilised syringes per minute. For higher performance, there is the 

FXS 5100, which can fill up to 500 syringes per minute. Either way, Invented for life 
Bosch offers best cost efficiency and precision. 


Bosch is the worldwide leader in packaging technology, catering to 
critical industries like pharmaceuticals, food and cosmetics. When 
it's Bosch you can be sure. www.boschindia.com 





E bteditorials 


SUVASHIS MULLICK 


Employee First 


$ COMPETITION IN THE MARKET PLACE GOT STIFFER 
Ая stiffer, smart marketers сате up with a slogan 
to tell everyone who they felt was the boss: Customer 
is King, they said. Profitable and loyal customers are still 
awfully hard to get. But there's someone else proving 
far more elusive: a good employee. Not surprisingly, 
then, the competitive slogan—at least at some of the 
companies covered in our Best Companies to Work 
for survey—has been stood on its head. “Employee 
First", cry these companies, cocking a snook at their 
customers. This signals a dramatic shift in the balance 
of power at organisations. Not too long ago, em- 
ployees were expected to be grateful for getting an op- 
portunity to work with, say, a top bank, a manufac- 
turing company, or an FMCG giant. The very fact 
that one had managed to secure employment was 
expected to be taken as part compensation. 

Try recounting these stories to the modern day HR 
manager and you'll hear her groan. Finding and keep- 
ing employees has become the single-biggest challenge 
for organisations around the world. And it's an issue that 
has grabbed the attention of top-most leaders at org- 
anisations. As a result, human resource management has 
become a board-level job at major organisations. It’s not 
surprising that employers are rediscovering the impor- 
tance of human resource. After all, organisations are not 
so much about plant and machinery as people. 
Everything else, and we mean everything else, flows from 
that. People are what differentiate a Toyota from a 
General Motors; a Wal-Mart from a K-mart; an Apple 
from a Sony. Ideas, innovation, and execution all come 
from the people and the culture an organisation has. 

But when and how did people become the most 
precious resource? In general, talented employees 





A new chapter: That's what our education system needs 
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Please don't leave: Attrition has become a big problem 


became important when companies no longer had 
captive markets. The us has always been a free market 
internally, but it became vastly more competitive when 
the Japanese and Chinese started invading their markets. 
India, too, had closed markets until the early 90s, but 
the opening up thereafter brought hordes of new com- 
petitors. Perhaps more fundamentally, employees bec- 
ame important when the nature of wealth-creating 
industries changed. When manufacturing was the 
money-spinner, rising wages could be tackled by inc- 
reasing productivity or automating processes. But 
when brain power is what drives an industry, it's 
that much harder to find substitutes. The scramble for 
top-notch techies in America's Silicon Valley and 
India's own rr industry proves that. Will the emp- 
loyer's infatuation with the employees end? It will, 
when supply catches up with demand or demand 
slows down to match supply. The problem is, neither 
seems likely in the near term. So, employers had 
better get used to the idea of Employee First. 





Open Up Education 


HE PRIME MINISTER'S RECENT EMPHASIS ON THE NEED 
dose greater penetration of education brings to the 
fore the need for a comprehensive policy on education. 
One that genuinely provides all universal access to 
education at the primary level; lays out standards for 
education at various levels; and regulates private sector 
in the education business. Clearly, Foreign Direct 
Investment (FDI) in the sector must follow once the 
house is set in order—government identifies segments 
where education can be recognised as a commercial act- 
ivity. For instance, pursuit of fine arts or philosophy will 
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require state support and commercialisation will restrict 
universal access. However, FDI in management edu- 
cation must be allowed, as it can be encashed in the mar- 
ket place. Here again, the government must regulate the 
quality of foreign institutions, since, otherwise, such 
schools will only add to the unemployment count in the 
country. While the higher education system needs to be 
tweaked, the primary education system requires an 
overhaul. The palpably inefficient delivery system of the 
state is to blame. One solution lies in the model pursued 
by Kerala, which boasts of the highest literacy rate in the 
country. In this southern state, schools are largely in pri- 
vate hands—managed by the private sector. However, 
the state reimburses the cost of service. Public-private 
partnerships of this sort need to be explored by other 
states and replicated where possible. 

While state funding of primary education is a 
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Hobson’s choice, the same does not hold for higher edu- 
cation. In fact, greater private participation, backed by 
recognised foreign institutions, is an optimal pre- 
scription to sustain growth and employment in the 
country. Here’s why. It is an acknowledged fact that the 
manufacturing sector provides the maximum ‘knock- 
on' effect in terms of employment generation, owing 
to its linkages with other sectors. At the same time, sus- 
taining the present pace of robust growth in the man- 
ufacturing sector on the back of low-cost labour, as has 
been the past practice, is not a sustainable option. 
Hence, the need for a large basket of institutions that 
can provide quality education. 

Surely, such debates cannot be lost between gov- 
ernment departments like the Human Resources 
Department, which is opposed to FDI in education. 
Time, the government gets educated on education. 








He Who Pays The Piper Calls The Tune 


HAT IS IT ABOUT THE CHEMISTRY BETWEEN THE 
International Cricket Council (ICC) and the Board 

of Control for Cricket in India (BCCI) that makes their 
relationship so volatile? There's no easy answer to 
that—the reasons range from prickly personal equations 
between office bearers of the two bodies to disputes 
over money, and, indeed, control of the game to alle- 
gations of bias and one-upmanship. It wasn't always like 
this. Till the early 90s, the 
ICC, and more specifically, 
two of its founder-mem- 
bers, England and Australia, 
were pretty much monarch 
of all they surveyed in the 
cricketing world. Granted, 
there wasn't really that 
much to survey—cricket 
was (and is) played by only 
a handful of Common- 
wealth nations; cricketers, 
with the exception of 
Englishmen, Australians (and 
some West Indians who 
played on the county circuit) were poorly paid; and ICC 
itself was a chummy, albeit cash-strapped, club of 
mostly white, Caucasian males of Anglo-Saxon descent. 
Then, the television explosion in India changed 

all that. Money started pouring into the game. The BCCI 
became the richest cricketing body in the world; and the 
ICC, led by Jagmohan Dalmiya, leveraged the game's fol- 
lowing in India, and began selling the rights to its 
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Money matters: And BCCI is flexing its muscles 


events (the World Cup and later, the Champions Trophy) 
for astronomical sums. The point to be noted here is that 
the ICC gets about 75 per cent of its global revenues from 
India. The tail had started wagging the dog. 

Given this background, the BCCI justifiably feels 
that it should have a greater say in the way the game 
is run. It also feels, with equal justification, that 
ICC—which is run by an Australian—is still guided by 
a mindset that seems to 
place the interests of its 
founder members over 
those of others. The icc, 
on its part, makes politi- 
cally correct noises but 
continues in its set ways. 
Commercial disputes apart, 
this invariably leads to al- 
legations of racism (which 
this magazine would like 
to believe does not exist 
in cricket) and official bias 
against Indian, and other 
sub-continental, cricketers. 
Result: a running battle between ICC and BCCI. 

Lalit Modi, Vice President, BCCI, has made it plain 
that the Indian board will not settle for anything less than 
a complete overhaul of Icc’s existing equations. He 
says the executive head of the world body should be an 
Afro-Asian. It is an accepted convention the world 
over that he who pays the piper calls the tune. There's 
no reason why cricket should be an exception. m 


т. 
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Banking Boom 


India Inc. is likely to invest $200 billion over five 
„years. Banks are grinning. SHALINI s. DAGAR 


over the past decade, Indian companies are now on a spending 

spree—enhancing capacities and buying companies both in India 
and abroad. Spurring them on are robust domestic demand and 
massive global opportunities. “Indian companies today are taking gi- 
gantic steps," says Chanda Kochhar, Deputy Managing Director, 
ICICI Bank. And she is not talking only of the kinds that Tata Steel is 
taking in contemplating a takeover of Corus. 

Over the past few years, Indian companies have re-engineered their 
processes, reduced working capital cycles and improved efficiencies sev- 
eral fold. The ensuing competitiveness gains have spurred their ambitions 
even further. “The plans made earlier are being implemented on the 
ground. Sustained economic growth and the competitiveness of indi- 
vidual companies are enabling that change," adds Kochhar. 

Add to that the rapid build-up of infrastructure and other large proj- 
ects, (see Money's No Issue) and the figures move into eye-popping territory. 
Topping the list of big spenders are energy (oil and gas and power), 
metals and mining companies. So, it's no surprise then that top bankers be- 
lieve corporate India could well end up spending around $200 billion (Rs 
9,20,000 crore) over the next few years. 

A. Michael С. Rees, СЕО, Wholesale Bank, and Director, Standard 
Chartered Bank, estimates that Indian companies will spend $150-200 bil- 
lion over the next 3-5 years. He believes this will be driven by the “їп- 
ternationalisation of the Indian economy". The implication: more inbound 
fund flows and still greater outbound flows. 

Keeping pace with this changing macro-economic environment is 
the mergers and acquisition activity both in the domestic market and over- 
seas. About 300 M&A deals, with a total value of $13.7 billion (Rs 63,020 
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The fortnight's burning question. 
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more than 8 per cent, you need 
to make the benefits of growth 

inclusive. In any case, | don't see 


No. Arjun Sengupta, 

Economist and MP 

The economic reforms that 
India has undertaken are not 
only about growth, but also 
about alleviating poverty and 
enhancing the well being of the 
people. So the latest slogan is 
nothing but a recognition of 
India’s pressing need to allevi- 
ate poverty. It’s obviously differ- 
ent from the Garibi Hatao 
slogan of the 1970s. 
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crore) have taken place in the January-August 2006 period, according 
to Grant Thornton, compared to 467 deals in 2005 valued at 
$18.2 billion (Rs 81,900 crore then). Stanchart expects the cumu- 
lative M&A activity by Indian companies to rise to $70-100 billion (Rs 
3,22,000-4,60,000 crore) over the next 3-5 years. 

While domestic M&as are driven by the economic rationale of 
consolidating often fragmented capacities and increased efficien- 
cies, the logic for overseas acquisitions differs across acquirers— 
and spans acquisition of brands, marketing and distribution net- 
works and technology transfers. 

And quite a few of these deals are, or can be, transformational. 
“For instance, Tata Steel's proposed acquisition of Corus, if it goes 
through, will transform the company (to a large global one)," says 
Rohit Kapur, Head, Corporate Finance, KPMG. 

How will these plans be funded? *There is abundance of 





capital. The challenge for companies is to access the right kind of 
funds," Kapur says. A large majority (around 50 per cent or 
$100 billion or Rs 4,60,000 crore) of these gargantuan spending 
plans will be funded out of cash accruals and equity since Indian 
companies are generating sizeable cash flows. Companies such as 
Maruti Udyog and Tata Steel have doubled profits over the last 
two years. However, for smaller and mid-sized companies, private 
equity is also emerging as a major source of funds. 

On the debt side, while the exposure to foreign debt is expected 
to increase, the pinch is likely to be felt on the domestic side, 
though few will admit it today. The absence of a deep and liquid 
bonds market is yet another constraint. Subir Mehra, Head, 
Commercial Banking, HSBC India, believes that companies will 
need to keep an eye out for changes in the demand scenario, 
since *much of the incremental capacity addition in being done with 
an eye on exports". 

The slowdown in the us economy will also need to be 
closely watched. A sharp look at cost structures is the other area 
that HSBC India's Mehra expects corporates to keep a watch on, 
*as we do not function in an environment where shedding 
high cost structures is easy". 
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Q&A t 
“Indian BPOs 
Are Very Secure” 


IRAN KARNIK, 59, PRESIDENT, 
K NASSCOM, tells Br's Rahul 

Sachitanand that despite a 
recent sting operation by a British chan- 
nel, India remains a most trusted 
location for outsourcing. Excerpts: 


How serious is the problem of data theft in 
the Indian BPO industry? 

India ranks highest in a detailed analy- 
sis comparing 40 sourcing destinations 
across the world (The A.T. Kearney 
Global Services Location Index 2005). 
And despite a few security breaches 
and some media-instigated cases, India 
remains very secure from a data pro- 
tection viewpoint. А PwC study says 
there are many more such cases in the 
us and the UK. 


What is NASSCOM doing to tackle this 
issue and what are the challenges you 
have faced? 

NASSCOM has mooted the idea of 
constituting a Self Regulatory Organ- 
isation (SRO) for the IT-ITES industry to 
help further upgrade data protection 
and security practices. Industry is 
solidly behind this initiative and the first 
phase of its rollout is already underway. 


Will the Indian BPO industry be affected by | 
these incidents? 

Offices which deal with such issues in 

the UK, like the Information Commi- 
ssioner, and even companies 
outsourcing to India, have 
not indicated any spe- 
cial concern with 
regard to outsourcing 
work here, because 
of the recent incidents. 
We do not see any 
business impact of 
stray—and unverifi- 
able—incidents of 
alleged 
data 
theft. 
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Keeping track: It's a long маў 
мау from attracting traffic 


Wi-Fi Or Damp Squib? 


ANGALORE CITY MAY HAVE BEEN THE FIRST STATION IN THE COUNTRY 
В: get partially rigged for wireless internet access, but four months 
since its launch, it doesn’t seem to have taken off. Local officials 
blame the lack of publicity for the slow offtake of pre-paid vouchers 
that are required to access the web. “We sell around five or six pre-paid 
Wi-Fi coupons every week at Bangalore City Station, but we believe this 
amount will increase as more people become aware of this facility,” says 
a senior Railways official in Bangalore. Despite the slow start, officials 
say they are now gearing up to add more hotspots to the station 
and expect to soon have the entire facility covered. “The few users 
who've accessed the internet, have given us positive feedback,” he says. 
Incidentally, pre-paid vouchers are today restricted to the station of pur- 
chase, but the railways is also planning to introduce “roaming” pre-paid 
vouchers, costing Rs 20, with top-up amounts varying between Rs 50 
and Rs 500. “This could spur the growth of our Wi-Fi initiative,” the 
official adds. Verdict: The speed’s not too bad, but since passengers can 
access the net at just a handful of locations (this writer tried it at the 
main concourse), there’s some way yet before it becomes pervasive. 
Railtel wants to make 500 stations across the country Wi-Fi enabled. 
But its pilot project in Bangalore seems to have been a damp squib. 

RAHUL SACHITANAND 






“37 HOOKED TO STOCKS 





c ШШШ AN GJ 
INVESTMENTS DEPOSITS 

India 20 17 13 19 31 
Hong Kong 20 30 10 10 30 
Japan 23 SAN 27 оо A 
Taiwan 32 Bet 13 15 $7 3H 
Singapore 37 17 11 I$ 22 
South Korea 5 15 35. ШИ 20 
Indonesia 34 19 21 10 16 
China 3l 25 23 7 14 


Alternative investments include structured products, hedge funds, managed funds, foreign currency, commodities 
(including precious metals, fine arts and collectibles) Figures in per cent indicate investment portfolio split 
*High net worth individuals Source: Capgemini, Merrill Lynch Asia Wealth report 2006 


16 BUSINESS TODAY NOVEMBER 





озуда 


VAVA 


ON THE 





OT EVERYONE IS POPPING THE BUBBLY 

after the Indian passenger vehicle 
market grew 20.7 per cent in the 
first half of 2006-07. Hyundai, Toyota 
and Tata Motors have all seen sales of 
their C-segment offerings tank as man- 
ufacturers like Ford, buoyed by the 
success of the Fiesta, and Honda, 
thanks to the Civic, gained ground. 
Total sales during this period were 
641,000 vehicles. 
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“Whe Hyundai Accent has seen its sales slip 24.8% 








2005-06 
pr The Tata Indigo has seen its sales slip 9.9% 
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COROLLA 
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gr The Toyota Corolla has seen its sales slip 24.5% 


Figures in units are total sales for April-September 
Source: SIAM 
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Managing the future: Speakers at the AIMA convention in Delhi 


Megatrends, Competition 
And Technologies 


HEN THE ECONOMY REVS UP, IT MAKES SENSE TO PEER INTO THE 
X future and psych up for it. So, the All India Management 
Association's 33rd National Management Convention, held in 
Delhi on October 6-7, was appropriately themed ‘Managing the 
Future', and attracted an impressive roster of speakers—Peter 
Schwartz, Chairman, Global Business Network of Monitor Group, 
(who is as well known as a futurist as a business strategist), 
Mohanbir Sawhney, the McCormick Tribune Professor of 
Technology, Kellogg School of Management (named by Business- 
Week as one of the 25 most influential people in e-business), and 
Raj Reddy, Mozah Bint Nasser University Professor of Computer 
Science and Robotics, Carnegie Mellon University. 

Schwatrz identified the increasingly real-time trade in goods 
and services, new technology, spread of education, and the 
growing middle class as the global *megatrends" of the next 
decade. *The rr revolution has just begun and quantum computing 
is only some years away," he reminded the audience. 

*China and India, in that order, will be 
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| saw that 
ИЧ coming: Forrest 





EORGE F. COLONY, CHAIRMAN AND 

CEO, Forrester, a technology and 
market research company, is known to 
stick his neck out and make bold pre- 
dictions, most of which come true. 
Here are some more: 


On why the US downturn will help 
Indian companies: Tech spending in 
the US, which is projected to grow 8 
per cent in the current year, will slow 
down to 3-4 per cent next year. When 
budgets are cut, low-cost destinations 
give the biggest bang for the buck. 


On the fourth wave in technology: 
It's the X-Internet, for Executable or 
Extended Internet, and will happen 
in 2008-09. (The first three waves 
were mainframe computing, the PC 
wave and the network computing 
wave, each of which lasted about 15- 
20 years). Even mission critical ap- 
plications like ERP,CRM or accounts 
payable or receivable will have ad- 
supported software that is free in the 
hands of the end user. 
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Future management the world's largest economies after the us 


is increasingly going in less than 30 years, according to On Indian IT companies. 

to be about talent Goldman Sachs, That projection under- They are at the apogee of their prof- 

management” lines the need for the two Asian giants to itability. As they grow larger and more 
collaborate in areas where they comple- international, cost structures will start 


ment each other,” said Hong Chen, 
Chairman and CEO, The Hina Group, a China-focussed investment 
banking and private equity player. 

Speaking on the sub-theme of ‘The Talent Imperatives’, Pramod 
Bhasin, CEO, Genpact, the BPO company, said: “In future, man- 
agement is increasingly going to be about managing talent. The BPO 
sector, like other industries, has been hungry for talent and hard- 
pressed to retain it. Today, every employee in my industry has at 
least three job offers in hand at any given point in time.” 

KAPIL BAJAJ 
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reflecting reality. They will continue to 
enjoy good times, but it will never be 
as good as the present. 


On why IT should be called BT. 
It is no more just about information, it 
is about business. It is time to call it 
Business Technology. 

VENKATESHA BABU 
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^We Are Excited About India's Talent" 


ANE FRIEDMAN, PRESIDENT AND 

CEO, HARPER COLLINS World- 

wide, was in India recently 
on а "long overdue" visit. She 
spoke to BT’s Arnab Mitra on 
the company's plans in this coun- 
try. Excerpts: 


Despite the huge English-speaking 
population in India, the market for 
English language publications is a lit- 
tle thin in this country. How do you 
propose to tackle this? 

Let me begin by saying that we 
are excited about our growth 
potential in India and equally 
excited about its writing talent. 
Harper Collins is already 
among the leading publishers 
here, but we need to do more. 
One way, obviously, is to 
strengthen our retail and dis- 
tribution network across the 
country. Our distribution agree- 
ment with The India Today 
Group will make our titles avail- 
able in over 2,000 outlets across 
80 cities and towns. We are also 
looking at alliances with retail 
chains like Reliance, Odyssey and 
Landmark to reach out to a wider 
audience. Then, we also plan to 
fully utilise the potential of the in- 
ternet. It's a great marketing tool 
and we're exploring the possibil- 
ity of making some books par- 





tially downloadable. This will 
raise our visibility in the market 
and help generate interest in our 
titles. However, I must clarify 
here that we have no plans to ac- 
tually market e-books in India. 


Any plans of entering the market for 
Indian language publications? 

That is one of our focus areas. We 
are making a beginning by pub- 
lishing international bestsellers in 
Indian languages. Harper Collins 


Magic Kingdom Goes Into Overdrive 


will soon launch The Chronicles 
of Narnia by C.S. Lewis in Hindi. 
We are committed to serving the 
vast numbers of local language 
readers by providing them with 
literature of the highest caliber. In 
the same way, we are also com- 
mitted to deliver works by Indian 
authors to the wider reading 
public the world over. 


There is a feeling that Indian au- 
thors have to write exotic literature to 
sell in the West... 
(Laughs) It’s part of the process 
of acceptance. Twenty years ago, 
even British writers were con- 
sidered exotic in the Us. It’s just a 
matter of time before Indian au- 
2 thors also become part of the 
z ; " 
= global mainstream. Vikram 
= Chandra and Vikram Seth have 
already made that transition. 
They happen to be authors who 
are Indians; but they're not con- 
sidered *exotic" any more. 


VAIA 


Will you be outsourcing any core edi- 
torial and design work to India as 
well? 

It is high on our agenda and we are 
exploring opportunities in this re- 
gard. Price is an obvious driver, 
but we have to keep in mind that 
very aggressive pricing can also 
devalue a book. 


— 





ALT DISNEY COMPANY INDIA SEEMS TO BE GETTING 

its act together in India. The company bought 
Hungama TV, a cable and satellite channel for children, 
for $30.5 million (Rs 140.3 crore) three months ago, 
announced a franchisee agreement with Delhi-based Rj 
Corp last week to launch Disney Artist, a retail chain 
that sells its branded stationery and craft products, 
launched Disney Jeans, an apparel brand and also 
plans to launch its global news channel, АВС News, on 


20 BUSINESS TODAY NOVEMBER 5 2006 


Dish ту. Besides, it will pro- 
duce films in India. New 
mobile phone and internet @ 
properties are also on the 
anvil. “I expect all our businesses 
to grow three-to-four fold in the next 
two years,” says Rajat Jain, Managing 
Director of the company. 

ARCHNA SHUKLA 
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Premium Bikes Zoom 


LEATHER JACKET-CLAD PAWAN K. MUNJAL WAS SHOWING OFF 
his company's new CBZ Xtreme a few days ago and was 
promising unmatched performance from this new product. He 
must have also been hoping that this 150 cc bike will revive his 
company's fortunes at the higher-end of the market, which is 
growing faster than the rest of the motorcycle market (see Big 
Boys Are Growing Bigger). This segment has contributed heav- 
ily to Bajaj Auto's revival (the Pulsar is the runaway market 
leader in this segment; see Bajaj Pulsar Rules This Market) and 
its fatter profit margins. In fact, motorcycles king Hero Honda 
is a laggard in this segment. 
KUSHAN MITRA 






Big Boys Are Growing Bajaj Pulsar Rules This Market ^ 






Hero Honda (Ce 4.18 
Yamaha (Rx 135) 4.31 


Suzuki (Zeus) 4.57 | 


Honda 10.77 — 
Motorcycle (Unicon) 


TS (Apache) 13.50 
^ H1 2006-07 
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*First Half Marketshare of 125-250 cc motorcycles in per cent 





million (Rs 32.2 crore in fund- | €) оргуу 


GOOGLE VS 


WEN YOU TYPE AUN ооа е. 









you can expect to get 19,300, 000 
seni in 0.12 seconds on every- 
thing from the music band of the С 
same name to computer sites oogle 
run by geeks who illegally enter |... ~“ 
networks. At Guruji.com, the |' ema = 


жел Fao 


search company backed by $7 


ing from Sequoia Capital (yes, 
the same guys who funded 
Google), this search will, ins- 
tead, give more locally relevant 
results (414,972 of them) on fire crackers | 


the Indian search engine 
1939 







for the upcoming Diwali festival, cracks in 
the ruling coalition and articles on how to 
crack the IIT entrance exams. (it does not 
disclose the time taken). "What sets us 


; apart is our focus on the Indian market and 


the Indian consumer. We have worked 
very hard to build the best local search 
product in the market," says Anurag Dod, 
one of the two founders of the company. 
RAHUL SACHITANAND 










HIS I$ YET MORE PROOF THAT INDIA IS 
blipping furiously on the radars 
of global companies. Vertu, the high- 
end lifestyle arm of Nokia, chose India 
for the global launch of its Signature 
Diamond II Series Collection. The 
range starts at Rs 2.5 lakh for the 
most *basic" handset (though it is de- 
batable whether any Vertu phone can 
be called *basic") and goes right up to 
Rs 1.45 crore for the über exclusive 
Boucheron for Vertu, Signature 
Cobra. The company will only 
make eight such phones. Says 
Alberto Torres, President, Vertu, 
of the limited series phone: “It’s 
unfortunate, but then, you don't 
want to have products that are 
easily available." 
Though Vertu is available in about 
40 countries worldwide, so far, it 


SOUMIK KAR 


Vertu's Torres: A happy man, indeed 


A Phone For Rs 1.45 Crore 


only has 18 exclusive Vertu branded 
stores. ^We are planning to open one in 
India. And three years from now, I’m 
sure we'll have more than just one store { 
here,” he says. Though its India sales are 
miniscule now, Torres is convinced that 
the country is, potentially, a very imp- 
ortant market. “Things will be very dif- 
ferent a few years from now; India will 
be a very important market for us. It’s 
hard to put a precise number, but I 
think it will certainly be one of our top- 
10 markets,” he says. 

Incidentally, English footballer 
David Beckham and his wife Victoria 
also use Vertus. Says Torres: “I feel 
extremely happy about that. Motorola 
is also paying David Beckham $10 mil- 
lion (Rs 46 crore) a year; and he and 
his wife use Vertus, too!” 

DEEPTI KHANNA BOSE 


AIR CONDITIONING 
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Energy Precise Indoor Auto Eco-friendly Super 
Saving Temperature Air Quality Diagnosis Refrigerant Quiet 
) Toshiba, the pioneers of energy saving Inverter Technology introduces the residential and commercial range of air conditioners 


Thefinest and futuristic Inverter Technology is what makes Toshiba air conditioners so very 'future perfect 


Expertech Team: Ahmedabad: Sunil 9825038462, Bangalore: Snehal 9880212369, Bihar: Ravi 9431015957, Chandigarh: Rajneesh 
9815539717, Chennai & Kochi: Sajith 9840921337, Delhi: Sachit 9818239392, Goa: Nitish 9850036109, Hyderabad: Ravindra 9849475690, 
Indore: Sajal 9329463520, Jaipur: Sanjiv 9829011192, Kolkatta: Anirban 9831 054543, Mumbai: Saju 9820316058, Pune: 
Akshay 9423580224, Surat: Ketan 9825500149, UP East: Dinesh 9335964668, UP West: Akhilesh 9818350190. 


ам. laces: аа-а ا‎ 


Sun’s Heraud: Glad ti 


YVAVd о xvdaga3d 





Sun Shines Again? 


Server company back on growth path. 


on sales of $13.06 billion (Rs 57,464 crore) last 
year; yet Dennis Heraud, President (Asia Pacific), 
Sun Microsystems, remains unperturbed. After being 
hemmed in by Linux at the top end and a Dell-Intel 
combination in the entry-level server market, Sun is 
back on the growth path again. Heraud makes it 
clear that Sun will never be a distribution or a systems 
integration kind of company. “That is why we inv- 
ested in R&D. We are now getting the pay-off. Our 
new products, like Solaris 10, Niagara range of 
T 1000 and T 2000 servers as well as X64 architec- 
ture-based ones with AMD chips, called the Galaxy 
range of servers, have been very well received by 
the market. And we have expanded our share of 
the server market in the Asia Pacific region,” says 
Heraud. He also points out that IDC ranks Sun #3 іп | 
the global server market (after IBM and HP). | 
There's good news on the Indian front, as well. The | 
Rs 1,400-crore Sun Microsystems India (the com- | 
pany refuses to share revenues by geography) has 
designated India as a GEM (Geographically Established 
Market). The implication: more top management 
attention and higher investments. Says Heraud: “With 
the telecom, banking, retail, financial services and 
insurance sectors booming, India was a fast growing 
market for us last year and I expect it to do even bet- 
ter this year." To dispel the notion that Sun servers are 
for the top end of the market only, the company is 
devoting attention to the SME market. 
VENKATESHA BABU 


[: INCURRED A LOSS OF $864 MILLION (RS 3,802 CRORE) 
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Doing It Themselves ¢ 


Large firms are setting up their own ports. 


HE RESURGENCE OF THE MANUFACTURING SECTOR 

in the Indian economy is mirroring the trend on 

the exports front, which is growing at 30 per 
cent annum. In this backdrop, the prevailing congestion 
at ports is throwing up an opportunity that the private 
sector is seizing— Mitsubishi is planning to set up a саг 
terminal in Gujarat from where it aims to ship 400,000 
cars per annum; Reliance is in the process of identifying 
a port in Gujarat for bulk shipments; other companies, 
too, are exploring similar opportunities. 

Evidently, the present evacuation capacity at 
12 major ports and 187 minor ones are strained at 
the seams. Also, the productivity at the ports lags 
global benchmarks. Another constraint in the ports 
sector is the low draft in the approach channels to 
Indian ports, owing to which several large vessels 
bypass Indian ports. 

On its part, the government is working on a new 
model concessionaire agreement to facilitate public pri- 
vate partnership (PPP) in the ports services sector. 
“We are in the process of consulting various exp- 
erts," says Secretary (Ports), A.K. Mohapatra. The 
government expects the current port capacity of 660 
million tonnes per annum to more than double to 1.5 
billion tonnes by 2013. 

With foreign direct investment (FD) galloping in the 
first quarter of the fiscal to $2.9 billion (Rs 13,340 
crore), more than double the figure recorded during 
the corresponding period last year, augmenting port 
capacity has become critical to economic growth. 

BAJAJI CHANDRAMOULI 













PORTS OF CALL 


COMMODITY — — CAPACITY 





Container 182.52 
Iron Ore 11375 
Coal 134.55 
Other Cargo — 131.04 
Total 800.41 
Figures are capacity required in 
million tonnes per annum 


*Petroleum, oil & lubricants 





Singapore Education gives you a hand 
into the industries of tomorrow. 


Nothing has prepared me for the future quite as well as an education in Singapore. The island 
nation is always up-to-date on the latest global technological advances and boasts state-of-the 

irt research facilities. Many talents from around the world are also coming here to study, teach 

ind work. Finally, the focus on analytical and problem-solving skills rather than rote learning has 
equipped me to take on bigger challenges in my career" Singapore Education has put more 

»pportunities in Rishits hands. It can be transformational experience for you too. For more singapore 
nformation please visit WWW.SINGapore ейи QOV.SG education 


ducation Services Centre, Ispahani Centre, 123/124 Nungambakkam High Road, Chennai. Tel: 044-4200 9103 
rism Board, First Floor, Manek Lodge, 85, Hughes Road, Above HDFC Bank, Mumbai. Tel: 022-2380 2202 
Tourism Board, Block Е Ground Floor, International Trade Tower, Nehru Place, New Delhi, Tel : 011-4168 3070 
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A Dhanus Enterprise 


Are you getting 


what you paid for? 


What's the first thing you do when you land abroad? Buy a 
calling card, call home and say you have arrived safely. 


In most cases, you get less than what you pay for. You wonder 
how a card runs out so quickly. You think that the promised ten 
minutes is more like five minutes. And if you ever take the 
trouble to find out, you'll find that there are lots of charges in 
small type you never bother to read. 


Next time you travel abroad, buy a V-tel Card in India, in 
Rupees. Apart from saving you precious foreign currency, you 
get great voice quality, very attractive low call rates and no 
hidden charges. The V-tel card is valid in over 200 countries, so 
if you want to call during a stopover, just head for the nearest 
phone booth. What's more, the remaining value on your card 
does not lapse for six months. 


From now on, stick with V-tel. Its what the smart travelers carry, 
every time they head abroad. You can choose from a suite of 
options like a V-tel Card that is valid in over 200 countries or a 
V-tel Select Card that gives you access to the frequently traveled 
countries. 





V-tel 


World's Calling Card 


N 14/4, DLF Phase 1, Gurgaon, Haryana -122 002 
Phone: +91 124 4059393 or visit us at www.v-tel.com 
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Means More Than Just Bioggng 








What is it? Quad-core processors mean that each chip will have four processing 
cores, up from the two processing cores on chips such as the Intel Core 2 Duo 
or a single core on regular Pentium 4 chips. 


Is it faster? Initial benchmark tests on Intel's 


‘Kentsfield’ chip (officially called Intel Core 2 

- [, ) Extreme QX6700) have said the chip doesn't run 

( inte non-threaded applications much faster, but app- 

lications which do have 'threaded' software code, 

allowing for different threads of code to be 

processed simultaneously, run much faster. If you 

AM D plan to get Microsoft Vista, a four-core machine might come in handy. 


For what? Initial chipset sales are expected only for enthusiasts, but 

Intel expects that its server-spec 'Clovertown' will see widespread adop- 
tion. AMD is also releasing its quad-core chips codenamed 'Barcelona' by early 
2007. It claims that unlike Intel, which, it alleges, has sandwiched two duo- 
core processors together, AMD will have a true ‘quad-core’. 
And costs? Expect quad-core processors to cost a hefty premium over current 
processors. PCs with quad-core chipsets will cost about Rs 1 lakh. 
The catch? The Sony Playstation 3, out later this year, will have an eight- 
core processor. 

KUSHAN MITRA 
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ECONOMY 


A BIRD'S EYE VIEW 


8.4 81 


2003-04 2004-05 2005-06 2006-07* 
*Till July 2006 Figures in per cent Source: RBI 
Status: Up 10.6 per cent in the first 
four (April-July) months of 2006- 
07. 
Impact: Industrial production has 
been on an upswing in the last three 
years mainly due to the robust per- 
formance of the manufacturing sec- 
tor. This buoyancy is a key driver of 
the higher GDP figures which, in 
turn, are resulting in higher income 
levels, employment and better infra- 
structure facilities. 


FALLING DEPENDENCE 


39,101 


2003-04 2004-05 2005-06 2006-07* 
* Projected Figures in Rs crore Source: RBI 


Status: Rs 23,663 crore proposed for 
2006-07, up 8.90 per cent. 
Impact: The marginal rise in state 
borrowings will not affect their fiscal 
deficits as the long-term trendline 
points south. Result: reduced over- 
draft burden as state governments 
often resort to this to bridge gaps in 
their finances. 

COMPILED BY ANAND ADHIKARI 












At 
Timken, 
" what we do best 
is help you. As a global 
leader in friction management 
and power transmission, we 
work closely with some of the biggest 
| brands in the world, using our expertise to 
improve performance with innovative, value- 
added solutions. 
We have a world-class technical center 
right here in India, and our local capabilities 
and unmatched experience can provide 
you with insightful, practical solutions 
to meet your needs. To find out 
how we can help, please visit 
timken.com/india. 


Bearings * Steel * Precision Components * Lubrication * Seals 
* Remanufacture and Repair * Industrial Services 
Bangalore: 91-80-28521109 | Delhi: 91-11-26850180 | Kolkata: 91-33-22810231 


| Pune: 91-20-25511856 | Jamshedpur: 91-657-2210293 Where You Turn 
www.timken.com 


Timken® is the registered trademark of The Timken Company (NYSE: TKR) 


The new Audi Q7. 
Vorsprung durch Technik: 


island City Motors Private Limited 
Champion Seals Compound, 15-Parsi Panchayat Road, 


Andheri East, Mumbai 400 069, India 
Tel: 022 5672929234 Email: infnMandimimhai eam 


РЕ) 


The quattro all-wheel drive realises Audi's ambition to pu 
"Vorsprung durch Technik” philosophy-on the road. With 
this prestigious goal, class-leading engines are essential: 
the torque-rich TDI diesel engines and the high-performance 
petrol units with FSI (fuel stratified injection) technolog 


Euro Motors Private Limited 
26, Okhla Industrial Estate, Phase - 111 


New Delhi 110 020, India 
Tal: 011 ANKINANN Email: infaMaudidalhi caw 





Vorsprung durch Technik 


How does power 
become superiority? 


he FSI increases the torque and power of spark-ignition 
ngines, making them as much as 15 percent more 
conomical. All this helps the Audi Q7 to master virtually 
ny terrain, and gives it the dynamism to ensure high 
erformance acceleration. Prepare to be amazed 


Jubilant Enpro Private Limited Audi Call Centre 


Survey No. 6/1, Beratana Agrahara, Tel: 1800 11 2834 or 011 26153889 
15th K.M. Hosur Main Road, Bangalore 560 100, India Email: info@audi.co.in 


Tal. NON 6770920017 Cl. ina Ali Llano 2.2552 22 M 
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NETTINGTHE NET PLAYERS 
RISING COSTS? INTERNET COMPANIES ARE LIKELY TO 
earn less from their Indian operations. 
The government plans to rein in inter- 
net voice telephony offered by inter- 
net companies like Yahoo, MSN, 
Skype, Net2Phone and Vonet, and 
treat the latter as Internet Service 
Providers (15р). The new bill: service 
tax to the tune of 12.24 per cent of 
revenues and another 6 per cent revenues towards licence fees. 

The move is not likely to make the services more expensive for sub- 
scribers, industry sources say. “They (internet companies) are charging the 
consumers more or less the same amount as we do, but they are enjoying the 
tax benefits,” says Rajesh Chharia, President, Internet Service Providers 
Association of India (ІРА). If the internet companies are brought under the 
licensing regime, not only will they have to pay taxes, they will be required to 
set up infrastructure in the country. Even though the policy is still in the 
works, it appears to be another move towards a level playing field. 

SHALEEN AGRAWAL 





INSURANCE REFORMS GATHER PACE 

IF POLITICIANS AND BUREAUCRATS ARE TO BE BELIEVED, A CONSENSUS ON REFORMS 
in the financial sector is round the corner. The long-pending Insurance Bill, 
which will enable a hike in foreign direct investment in the sector, is 
expected to be tabled in the upcoming winter session of Parliament. The pro- 
posal to increase FDI to 49 per cent from the present 26 per cent has been 
hanging fire for quite some time. 

Apart from Insurance Act, 1938, the government plans to amend Life 
Insurance Corporation of India Act, 1956, which will lead to an increase in 
the minimum equity capital for Lic (presently Rs 5 crore) to levels commen- 
surate with the private insurers (Rs 100 crore). 

So, once again the wait begins for the play out during the ensuing 
Parliament session. 

SHALINI 5. DAGAR 


DRIVE EASY IN LEAN TIMES? 
REMEMBER *HAPPY HOURS' AT THE BAR? THAT'S HOW PRICING IS LIKELY TO BE 
decided on the toll highways. Travel during off-peak hours will be less 
expensive. “The idea is to regulate congestion in view of increasing traffic,” 
sources in the National Highaway Authority of India said. The rationale 
behind levying a higher toll is to enhance project viability, as bridges in roads 
are high cost structures. Meanwhile, the government has resolved the issue 
of determing the annual inflation-linked increase in toll rates—this has been 
now decided at 3 per cent. The tolling policy will be given a final shape fol- 
lowing a meeting of the committee of secretaries, which is scheduled shortly. 
Evidently, the roads sector is maturing. 

AMIT MUKHERJEE 
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A bird's eye view of what's hot and what's 


not on the government’s policy radar 





THOSE WHO HEAT UP “THE res 


homes first will get an incen- 


tive—a licence to have distri- - 


- Apart from this salient fea- 


“ture, the proposed city gas 
Lane policy. also aep 





Few can argue on that count. 
AMIT MUKHERJEE 





Shine: Less taxing times 





OUTSOURCING IN MANUFACTURING 


is likely to get more attractive 
with the tax authorities plan- 
ning to keep out contract man- 

: ufacturing from the Tax- 


Deduction at Source (TDS) net. 
However, this is applicable only 
in cases where the entire product 
is outsourced. 

In the event that a part is 
outsourced, TDS kicks in. Hence, 
‘contract on sale’ will not attract 
TDS while ‘contract on iiaa 
will attract it. | 

Surely the festive season 
augurs well for those outsourcing 


| their manufacturing. 


BALAJI CHANDRAMOULI 
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Thank you! 


Two of our hotels, The Oberoi Udaivilas, Udaipur and The Oberoi Rajvilas, Jaipur have been rated 


4 as the 3rd and 6th best hotels in the world by Travel + Leisure in the 2006 Readers? Poll 


We look forward to welcoming you again. 


©? 


Toll free reservations: 1 800 11 2030. Or call 011 2389 0606 ( ) Фуд... nee 
"ww.oberoihotels.com 8 Yr 101 VI HAS CX KESOL 
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NANDAN MOHAN NILEKANI 





Infosys’ Nilekani: Leading the company ahead 


OME RESULTS SEASON—THAT IS, EVERY 90 DAYS— 
all eyes swivel to a sprawling glass and 
J chrome campus in Bangalore. The set of 
bo Der coming out from there determines the 
mood of the market. Welcome to Infosys Technologies, 
which is increasingly seen as the bellwether for not 


only the tech sector but the economy as a whole. It 


is never easy for a company with a couple of billion 
dollars in revenues to grow fast. Infosys is the darling 


_of investors precisely because it has mastered the art 
of not only meeting but also consistently exceeding ex- 

. pectations. Even the most optimistic punters on the 

Street did not anticipate a 50 per cent-plus growth in 


the second quarter profits compared to the corre- 
sponding period of the previous year. 

The man under the spotlight at these times is 
Nandan Mohan Nilekani, the sauve CEO, 
President and MD of the company. Among the 
founders, there are those who are senior to him in 
age (for instance, K. Dinesh, who heads Quality, 
Information Systems and Communications Design) 
or equally well qualified (Kris Gopalakrishnan, the 


soft spoken COO of the company) but Nilekani - 


was always seen to be the man to watch. 

All the founders present a united front, but those 
who have seen them closely say the chemistry 
between Nilekani and Infosys Chairman N.R. 
Narayana Murthy has to be seen to be believed. But 
there’s a crucial difference. While Murthy revels in as- 
ceticism, Nilekani enjoys the good things of life 
and is not afraid to flaunt them—example: the 
sharply tailored Italian Brioni suits he prefers. 
Murthy's dream is to make Infosys an institution. 
Nilekani, who's just 50, has nearly a decade at 
the helm to turn his mentor's dream into reality. 

VENKATESHA BABU 
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NUMBERS OF NOTE i 


$316 billion (Rs 14,22,000 crore): Sales 
revenue of Wal-Mart. The figure is more than the 
gross domestic products of Austria, Malaysia, 
Denmark, and UAE 


57: The rank of IITs on the list of world's best 100 
institutes, according to the latest global ranking by 
The Times. Harvard tops the list and is followed by 
Cambridge and Oxford 


16 per cent: The rise in the median pay packages 
of CEOs in the US in 2005. The figure was 30 per 
cent in 2004 


1 1 5 per cent: The rise in sales of digital (music) 
albums so far in 2006 compared to the 
corresponding period of 2005 


4.62. India's score (on a scale of ten) оп 
Transparency International's "Bribe Payers Index 
2006". The score was the lowest in a survey of 30 
of the world's leading exporting countries 


6.5 million: The number of tourists who have so 
far visited Himachal Pradesh this year (2006). This 
is more than the state's population of 6.07 million 


$ 1 2 4 million (Rs 57.04 crore): The amount for 
which The Lesotho Promise, one of the world's 
largest diamonds, an uncut, 603-carat white gem, 
has been sold for 


1 5 per cent: Proportion of India's 200 million- 
plus student population that makes it to high school; | 
only half these students actually graduate 


Rs 13,50,000 crore: The value of the 


Indian retail market. Of this, the organised sector ac- 
counts for only 3 per cent 


54 per cent: Share of services in India's gross 
domestic product in 2005-06. This compares with 27 
per cent in 1950-51, and 34 per cent in 1975-76 


100 million: Total number of online videos 
watched every day by users on YouTube 


1 4 million: The number of 
people resettled to build the 
world's largest hydropower proj- 
ect, the Three Gorges, in China 
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The Great Indian Land Scramble 


As India Inc. prepares to step on the gas, land has emerged as, arguably, one of the prime determinants 
of success. A look at the 10 largest land acquisition programmes in recent times. Амт MUKHERJEE 





UTTAR PRADESH 
Г ae eri Location: Jhajjar (Haryana) Location: Dadri (Uttar Pradesh) 
Location: Noida (Uttar Pradesh) Size»24,710 acres Size: 3,000 acres 
Size: Not available (181 villages) Peogltiattected: 10,000 Families People affected: 18,000 
People affected: 325,000 Investment: Rs 25,000 crore investment: Rs 11,000 crore 
Investment: Not available 
HARYANA 





Location: Karla (Maharashtra) 
Size: 3,000 acres 

People affected: 12,000 
investment: Rs 9,000 crore 


MAHARASHTRA 





Location: Pune (Maha 
Size: 4,942 acres 
People affected: 1,800 farmers 
Investment: Rs 9,000 crore 





Location: Raigad (Maharashtra) Location: Khed (Maharashtra) 


Size: 35,000 acres Size: 4.942 acres 
People affected: 29,000 families People affected: 2,000 
Investment: Rs 25,000 crore Investment: Rs 12,000 crore 


BRAIN DRAIN TO THE US 


Talent has become the world's most sought-after commodity. Here is how it is panning out 
Foreign graduate student enrollment in the US Plans of foreign recipients of US doctorates to stay in the US 


100 
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in % of all science & engg student 
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Tata Motors 
Location: Singur (West Bengal) 
Size: 1,013 acres 


People affected: 15,000 
Investment: Rs 1,000 crore 








Posco 
Location: Jagatsinghpur (Orissa) 


Size: 4,000 acres 
People affected: 12,000 
Investment: Rs 51,000 crore 


ORISSA 





Tata Steel 

Location: Kalinga Nagar (Orissa) 
ze: 12,000 acres 

People affected: 14,000 people 

Investment: Rs 15,400 crore 


= , catching 
ines, not only because they sele n the basis 
but also because those students brir ng 
other benefits, from spending money to Mii 
ch labour. The United States remain ins the world's 1 
nation for f0 students ing up almost 30 


the global supply. There is every reason to think 
jeople form India and China who 


tudy in America will rise as those countries get 
le India and China a g to entice back some 
ightest people from abroad 
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“Today, a barrel of oil is worth half a barrel of 
Coca-Cola. So you should put things into 
perspective" 

Paolo Scaroni, Chief Executive of Italian oil company ENI Reut 


“If we categorise the world into very high, 
medium and low growth countries, India 
would be in the very high growth group" 


Alex Lambeek, Nokia's Asia-Pacific Vice-President (Sa 
Operations), to PTI 


“People said the low-cost model (air carriers) 
won't work in Asia. Now they are talking 
about how fast we can grow" 


Tony Fernandes, CEO, AirAsia and a budget-carrier industr 
in BusinessWeek 





"In some sense, we should start getting used to 
these growth numbers coming out of India. 
This is the third or fourth year running that 
we'll have about 8 per cent growth" 

Surjit Bhalla, MD, Oxus Research and Investments, in Forb 


“Monthly magazines need to have a clear view 
of who their readers are in order to compete 
in this market. I’m not sure if most of them 
have that" 

Jamie Bill, Publishing Director at GC n the decline in the circulat 

of men's monthlies, in The Times 


"People follow a leader, but they don't like to 
be led. The key to becoming a good leader is 
to convince your people to follow you, 
without asserting your authority unless 
absolutely necessary " 


Hoshidar K. Press, Executive Director and Pr 
Consumer Products, in Business Standard 


“India is the place to look at when it comes 
to even hardware manufacturing" 
Olli-Pekka Kallasvuo, President and CEO of Nokia 


“The biggest leverage a manufacturing 
company has is the pan to outsource" 


Ivan Feinseth, of Matrix USA, v York researcl 
BusinessWeek 


“We are aggressive and hungry for growth. The 
Indian market won't aN our aspirations” 
Malvinder Mohan Singh, CEO, Ranbaxy Labs, in The Fina І 
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WON: By Bangla- 
deshi economist 
Muhammad Yunus 
and Grameen Bank, 
{ which he founded 
in 1976, the Nobel 
Peace Prize for pio- 
neering the use of microcredit to benefit 
poor entrepreneurs. Today the bank 
has 6.6 million borrowers, 97 per cent 
of whom are women, and provides 
services in more than 70,000 villages 
in Bangladesh. 





RECORDED: By India's industrial 
sector, a growth rate of 9.7 per cent in 
August. Strong showings by the man- 
ufacturing sector (11.1 per cent growth) 
and consumer durables sector (over 
20 per cent) fuelled this figure. Thus, 
growth in industrial output for the first 
five months of 2006-07 stands at an 
impressive 10.6 per cent. 


BAGGED: By Tata Technologies sub- 
sidiary INCAT, a contract to supply 
components for the new Williams 
Formula 1 racing car. INCAT, a UK- 
based design firm, was acquired by 
Tata Technologies last year. The bulk of 
the work will be done in Tata 
Technologies' Pune facility. 


ADDED: By the Indian telecom in- 
dustry, over 6.2 million subscribers in 





September, (a world record for new 
subscribers in any one month) against 
5.9 million in August. Of this, GSM 
players added 4.4 million subscribers, 
taking the country's GSM base to 91 
million. CDMA operators contributed 
1.8 million to the country's subscriber 
pool during September. 


NAMED: By 
Fortune, three 
Indian women— 
ICICI Bank Deputy 
Managing Director 
Chanda Kochhar 
(left), HSBC India 
CEO Naina Lal Kidwai and Biocon's 
Kiran Mazumdar-Shaw—as among 
the world's 50 most powerful busi- 
nesswomen. This comes close on the 
heels of Indra Nooyi, the India-born 
head of global soft drink giant PepsiCo, 
being named as the most powerful 
business woman in the US by the 
same magazine. 


DIED: In London, Lalit Suri, Chairman 
of Bharat Hotels and Rajya Sabha 
member. He was 60. He is survived by 
his wife Jyotsna and four children. Suri 
entered the hospitality industry in the 
19805 and built up properties in Delhi, 
Bangalore and Khajuraho. He also 
bought the Great Eastern Hotel from the 
West Bengal government recently. 
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NDIA MAY BE CASHING IN ON CARBON 
credits, but a recent study by 
PricewaterhouseCoopers (PwC) 

titled “The World in 2050: Implications 

Of Global Growth For Carbon 

Emissions And Climate Change 

Policy?” says the country could be 

among the world’s top three emitters 

of carbon dioxide in the foreseeable fut- 
ure. Reason: its rapid industrialisa- 
tion and its dependence on fossil fuels. 

The PwC projections demonstrate 
that the growth of the emerging 
economies (branded as E-7, com- 
prising China, India, Brazil, Russia, 

Mexico, Indonesia and Turkey) could 

result in global carbon emissions more 

than doubling by 2050. Bharti Gupta 

Ramola, Executive Director, PwC says: 

“This study builds upon an earlier 

PwC report on the global economy 

where it was estimated that the E-7 

could be 25-75 per cent larger than 

the G-7 by 2050. Every country, thus, 
needs to implement a strategy to re- 
duce the energy intensity of growth.” 

A “Green Growth Plus” strategy, 
outlined in the report, can enable con- 
tinued healthy growth while controlling 
carbon emissions. This strategy, which 
relies upon the use of a greener fuel 

mix to reduce emissions and wide- 

spread use of carbon capture and 

storage (CCS) technologies, stabilises 
atmospheric СО» concentrations. 
RITWIK MUKHERJEE 
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Markets in a merry mood. 
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INDIA ON THE MOVE 


By the end of the next decade, India could reach Japan's living 
standard of 1960 or Korea's of the early 1980s 
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India’s attractiveness to foreign investors is increasing 


АТ. Kearney FDI Confidence Index 2005* Locations of Foreign R&D Efforts (based on a 
survey of the world’s largest R&D spenders) 
005..05.: 10.^*19- 72057 :25 0 20 40 60 
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Figures in bracket are 2004 ranks 


Figures in per cent 
*(): low; 3: high confidence Source: А.Т. Kearney 


Source: UNCTAD 





Trade Openness to Increase Further 


Tariffs have declined significa 
indicating a gradual pom pny 
of the Indian economy. 

Weighted average tariff has more than 
halved between 1990 and 2003, from 
50% to just slightly above 20% 
However, the current average is still high 
when compared to the average of the 
ASEAN-5 














* Current initiatives: 
Increasing trade alliances with ASEAN, 
China and developed countries 
Developing new special economic 
zones (SEZs) 











Figures are exports +-imports as a % of GDP 
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Source: Deutsche Bank Research 
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MAN Trucks. 
The new Force in India. 


MAN is one of the leading commercial vehicle manufacturers, with pioneering 
solutions in every truck class. Since Rudolf Diesel developed the world's first diesel 
engine at MAN, MAN Trucks have stood for top performance in terms of reliability 
payload and consumption. German Engineering at its best on the way to india 
MAN - a strong partner in the joint venture with FORCE MOTORS Ltd 

MAN Trucks - A Company of the MAN Group 
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Molten Heat 


Can Tata Steel polevault into the global steel makers' top 10? KRISHNA GOPALAN 


ILL LAST FORTNIGHT, 
Tata Steel was more 
accustomed to being 
viewed as a probable 
victim of consolida- 
tion rather than a predator on 
the prowl for global capacities. 
After all, with a total steel-making 
capacity of 5 million tonnes, the 
Tatas' metals flagship ranks a dis- 
tant 55 on the global stage amo- 
ngst steel manufacturers. The fut- 
ure for such small players, poin- 
ted out analysts, and one L.N. 
Mittal, President, Arcelor-Mittal, 





appeared bleak on a fragmented ba- 
sis. Being acquired seemed inevitable. 
So much so, Ratan Tata, Chairman, 
Tata Sons, the holding company of 
the Tata group, acknowledged at 
the annual general meeting of the 
steel company that there was an ur- 
gent need to hike the promoters' 
stake to protect Tata Steel from 
marauders. 

How the tables have turned. By 
evincing interest in the $18 billion 
(Rs 82,800 crore) Anglo-Dutch steel 
giant Corus for an estimated $9 bil- 
lion (Rs 41,400 crore), the $4.84 

billion (Rs 22,264 crore) Tata Steel 
has indicated that not only does it 
not want to be gobbled up by a 


THE ALLURE OF CORUS 

The steel group has four major divisions 
DIVISIONS 
Strip products 





WHAT THEY MAKE/DO 
Hot-rolled steel strips and cold-rolled and metallic-coated steel; 


bigger player, it also wants to be in- 
vited to the table of the Big Boys. 
And how. Consider: In terms of rev- 
enues, the Tata company is almost 
one-fourth the size of Corus; and 
the $9 billion it would take to buy 
out Corus is roughly 10.97 times 
the annual profits of Tata Steel. 
Such odds don't faze the Tatas 
any more. In 2001, the group dis- 
played its first streaks of audacious 
ambition when Tata Tea, with a 
market cap of under $400 million, 
paid $473 million to acquire Tetley. 
More recently, the same company 
bought a 30 per cent stake in an 
American packaged water firm for 
$677 million (Rs 3,114.2 crore), 





light-gauge-coated steel for packaging and non-packaging; 
pre-finished steels; plated precision strip products with specialist 
finishes; electrical steels, transformer cores, generator and motor 


laminations — 





Long products — 


‘Plate sections, wire rod and semi-finished steel engineering billet, 


rolled and bright bars; custom-designed hot-rolled special steel 
profiles; hot and cold narrow strips — 





Distribution & 


Service centres, material processing and building 


building systems systems; tailored product and service solutions for international 
projects and international trade; consultancy, technology, training 
and operational assistance to the steel and aluminium industries _ 

Aluminium Division* Primary aluminium (extrusions, billets, slabs and ingots) 


On August 1, the sale of Corus’ aluminíum-rolled products and extrusions business 
was completed. 





to Aleris international was 


iam 


although its topline for 2006 stood 
at just Rs 971 crore. Just before 
that its Rs 190 crore subsidiary Tata 
Coffee acquired Eight O'Clock 
Coffee in the us for a little over Rs 
1,000 crore—over five times its 
annual turnover. And, of course, 
there are the big-ticket (and suc- 
cessful) acquisitions of Daewoo СУ 
by Tata Motors and NatSteel Asia— 
the last one by Tata Steel itself, 
along with Millennium Steel in the 
Far East—to name just two. 

But this one's different—after 
all it's a play for one of the world's 
top 10 steel producers, with a 
turnover of £10 billion (Rs 85,000 
crore), with profits of £580 mil- 
lion (Rs 2,668 crore). As far as the 
topline goes, Corus is only a bit 
smaller than the entire Tata group, 
which posted revenues of Rs 99,850 
crore for the year ended March 
2006. But look at what Corus could 
do to Tata Steel. At a stroke it 
would add a capacity of 18 million 
tonnes all over Europe (the Uk, 
Germany and the Netherlands), at 
roughly $500 million (Rs 2,300 
crore) for a million tonnes. Now 
this compares well with greenfield 
projects being considered elsewhere 
in the world—including India. L.N. 
Mittal, for instance, has plans to 
put up a 10 million tonne capacity 
in Jharkhand for $5.5 billion (Rs 
25,300 crore), which works out to 
around $550 million per million 
tonnes. Corus, of course, offers 
plants catering to markets right 
from China to the us. Such multiple 
locations, however, make digesting 
the acquisition a challenge. *The 
steel industry will take time to reap 
the benefits of consolidation. The 
reason for this is that production ca- 
pacities and raw material sources 
are typically scattered across the 
world," explains Deepak Jasani, 
Head of Research (Retail), HDFC 
Securities. However, the biggest 
question mark revolves around the 
funding of the huge acquisition. 
The investment banking fraternity 


Kalyani Joins the C(h)orus 


Bharat Forge may be eyeing some bits and pieces. 
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Bharat Forge's Kalyani: On the prowl 

HE TATAS MAY BE IN THE RACE 
- L for Corus lock, stock and bar- 
rel, but there's another Indian 
metals conglomerate that's eye- 
ing bits and pieces of the Anglo- 
Dutch giant. Bharat Forge from 
the Pune-based Kalyani group has 


sions. Bharat Forge has been 
among the most active players in 
the automotive components space 
and over the past one year has 
acquired Federal Forge in the us, 
Sweden's Imatra Kista AB and CDP 


points out that a leveraged buyout 
(LBO) route is the answer to that, 
with the Tatas raising debt for the 
acquisition on the Corus balance 
sheet itself. It is gathered that a host 
of banks—including ABN AMRO, 
Deutsche Bank and Standard 
Chartered—have agreed to fund 
this mega-acquisition. Tata Steel, at 
the end of financial year 2006, 
according to its annual report, had 
reserves to the tune of Rs 9,201 
crore. А Tata Steel report released by 
UBS in early September—before the 
Corus deal became public—outlined 
the fact that Tata Steel has raised in 
excess of Rs 7,000 crore over the last 
few months. This came through a 


Aluminiumtechnik in Germany. 
Company officials—Chairman and 
Managing Director, Baba Kalyani 
and Executive Director, Amit 
Kalyani—were travelling and 
unavailable for comment. What 
would be an attraction for the 
Kalyanis are the host of value- 
added products in the Corus sta- 
ble, namely hot rolled steel strips, 
light gauge coated steel and semi- 
finished steel. These are spread 
across Corus' divisions—some of 
them being Corus Packaging Plus, 
Corus Tubes and Corus Rail— 
and аге a significant contributor to 
total turnover. In 2005, the strip 
products and long products divi- 
sions together had a total turn- 
over of just over six billion pou- 
nds. It remains unclear what parts 
of these Bharat Forge will even- 
tually acquire. For the moment, 
the Kalyanis' interest in the Corus 
divisions would end up as only 
that if the Tatas go ahead with an 
offer for the world's ninth largest 
steel maker. 

KRISHNA GOPALAN 


preferential allotment of shares to 
Tata Sons which brought in Rs 
1,500 crore in addition to two syn- 
dicated loans of $750 million and 
(Rs 3,450 crore) $500 million (Rs 
2,300 crore) each. On the Corus 
issue, Tata Steel, in a note to the 
stock exchanges, has said: “Given 
recent industry consolidation, Tata 
Steel is reviewing various opportu- 
nities, including Corus. However, 
there can be no certainty that an 
approach will be made and if made 
that it will result in an offer." What 
stands between the Tatas as a 
regional bit player and a global steel 
powerhouse is some hard-nosed 
negotiation and $9 billion. 
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Smooth 
Landing? 


Airbus' woes may not impact 
deliveries to Indian carriers. 


AST FORTNIGHT WHEN AIRCRAFT 

giant Airbus announced that 
deliveries of its $250 million-a-piece 
(Rs 1,150 crore) superjumbo A380 
would be delayed yet again—for 
the third time since 2005—cus- 
tomers all over the world let out a 
collective groan. A few from that 
anxious lot are in India too. 
Together, Kingfisher, Air Deccan, 
GoAir, and a number of new low- 
cost players have placed orders for 


344 aircraft (including ATRs) slated 
to be delivered over the next six 
years. The resignation of Airbus 
Chief Executive Christian Streiff 
after a mere three-month stint 
wouldn't have soothed nerves (Louis 
Gallois has since taken over). 

As Airbus' clients around the 
world said that they were evaluating 
other options, there was increasing 
pressure on Airbus to compensate its 
clients for delays. Airbus has com- 
mitted to sell 159 A380s jets to 16 
airlines across the world. Australian 
airlines Qantas has been paid an 
initial compensation of $77 million 
(Rs 354.2 crore) while China 
Southern Airlines may get paid $250 
million (Rs 1,150 crore) as com- 
pensation for the A380 delays, ac- 
cording to reports. Back home, 
Kingfisher Airlines has been re- 
portedly paid $22 million (Rs 101.2 
crore) as compensation. Kingfisher 
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had ordered five A380 aircraft for a 
2010 delivery, which will now only 
happen a year later. But if most 
other Indian airlines aren't worried, 
it's because A380s are hardly what 
the country needs today (Kingfisher 
plans to fly international routes with 
the A380). G.R. Gopinath, 
Managing Director, Air Deccan, 
says India is not ready for an A380. 
"The market in India has not yet 
reached the inflection point in terms 
of size for such a large seater." 
Airbus officials remain mum 
about the ongoing crisis. “I don't 
think that the Indian market will 
be affected in any significant way be- 
cause the deliveries of A380s are 
still far away," says Kiran Rao, 






Executive Vice President with 
Airbus, even as he refuses to com- 
ment about the compensation given 
to Kingfisher. But will Airbus' 
woes—industry experts expect it 
to lose $6 billion (Rs 27,600 crore) 
over the next four years—impact 
delivery of other aircraft too? *The 
top management of Airbus is go- 
ing through a churn and Airbus itself 
has had a tough time recently. It's an 
issue that will affect the operations 
of the company globally. Having 
said that, the fleet in India, right 
now, is predominantly narrow bod- 
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ied aircraft, so there won't be any 
major adverse impact," adds Kapil 
Kaul, CEO of CAPA (Centre for Asia 
Pacific Aviation) Indian subconti- 
nent and Middle-East. 
Competitor Boeing refuses to 
comment specifically on Airbus de- 
lays. Says Dinesh Keskar, Senior 
Vice President of Sales for Boeing 
Commercial Airplanes: *Our mar- 
ket forecast shows very little de- 
mand for A380 sized airplane for 
India. The travelling public, and 
the global economy, all do better 
when the industry contains healthy, 
competitive companies creating 
value for its airline customers and 
the flying public day in and day 
out." Boeing for its part has its 
hands full with over 100 Indian 
orders: 68 planes from Air India, 
20 737NGs (next generation) from 
Spice Jet, 10 737-8005 and 10 777- 
300ERs from Jet Airways, and 10 
737-8005 from Air Sahara. 
T.V. MAHALINGAM 


The Fireworks 
Begin 

This bull frenzy is driven more 
by fundamentals than liquidity. 


T'S DIFFICULT TO REMEMBER THE 

last time—if ever there was such 
an occasion—when the Dow Jones 
Index in the us and the BsE's bench- 
mark index hit their all-time highs 
within days of each other. But that's 
exactly what happened last fort- 
night when the Dow crossed the 
12,000 mark for the first time ever, 
as did the Sensex which, at the time 
of writing, was hurtling towards the 
13,000 mark. And along with the 
Dow, a number of other indices, 
including The Straits Times Index of 
Singapore and Jakarta Composite 
of Indonesia, were also perched at 
highs they've never scaled before 
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(see A Global Bull Run). Says Nilesh 
Shah, cio, Prudential ICICI AMC: 
“Sheer liquidity is driving the Us 
markets. Apart from the receding 
fears of another US interest rate hike, 
huge money pumped in by US cor- 
porates has also been responsible 
for driving the US equity markets.” 
Adds U.R. Bhat, Managing Director, 
Dalton Capital Advisors: “Expe- 
ctation of a rate cut in the US has also 
seen money flowing out of debt to 
equity.” Falling oil prices, from a 
peak of $78 per barrel to under 
$58 last fortnight, contributed to 
the bullish mood. 

Back home, expectations of 
robust earnings growth propelled 
the 30-share Sensex to its all time- 
high-above the previous high of 
12,671 set in May. It’s taken the 
benchmark index 87 trading ses- 





sions to surpass the previous peak. 
Between the two highs, the Sensex 
had slipped 30 per cent to 8,800 in 
June. Says Rajesh Boghani, Dealer, 
Parag Parikh Financial Advisory 
Services: "It's more of realignment 
in the market. Better-than-expected 
Infosys Technologies quarterly per- 
formance as well as its improved 
guidance triggered the rise in the 
Sensex on expectations that others 
too will follow." Between 11 and 
13 October 2006, the Infosys 
stock jumped nearly 10 per cent, 
as against a 3 per cent rise in the 
Sensex. Says Bhat: “The previous 
bull run (up to May) was liquidity 
driven. This time round it is 
mainly fundamentals.” 

MAHESH NAYAK 
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Fear of the 
Foreigner 


Can global companies 
threaten India’s security? 


HAT IS COMMON BETWEEN 
Orascom, the leading tele- 
com operator in Egypt, Dubai Port 
Worlds, a port operator, and 
Huawei, a Chinese telecom equip- 
ment manufacturer? All three firms 
do business in the country— 
Orascom holds equity in 
Hutchison Essar, Dubai Ports is 
an operator of container terminals 
in Chennai, Visakhapatnam and 
Mundhra, while Huawei has an 
R&D centre in Bangalore. The apex 
security wing of the Government, 
the National Security Council 
Secretariat (NSCS), believes they 
should not be allowed to do so. 
“Late Yassir Arafat’s organisa- 
tion has funded Orascom and the 
company also happens to be a lead- 
ing operator in Pakistan and 
Bangladesh. Hence it is not in our 
security interest,” feels the Nscs. In 
the case of Dubai Port Worlds, the 
port operator has won contracts 
from Pakistan (Gwadar Deep Sea 
Ports). Huawei has been established 
by a former member of the People’s 
Liberation Army (PLA) and a member 
of the Chinese communist party. 
In a recent discussion paper, 
the Nscs has suggested a series of 
measures to ‘filter’ foreign direct in- 
vestment (FDI) in sensitive sectors. 
The objective is to restrict invest- 
ments from Pakistan, Bangladesh, 
China and screen unverifiable in- 
vestments from tax havens.The 
NSCS has proposed a legislation, 
National Security Exception Act, 
that would *empower the govern- 
ment to suspend or prohibit any 
foreign acquisition, merger or 
takeover of an Indian company 
that is considered prejudicial to 
our national interests." 
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The apex security arm of the 
government has also suggested that 
the Reserve Bank of India or the 
Securities & Exchange Board of 
India should screen the security 
aspect of all mergers and acquisition 
activity involving foreign equity. 
Furthermore, "existing firms should 
be required to take approval before 
starting any new activity in sensitive 
sectors or locations". And, the def- 
inition of sensitive sectors envelops 
a good part of industry—airports, 
seaports, aviation, telecom, internet 
service providers, drugs and phar- 
maceuticals and metallurgy. The 
NSCS has cautioned against the en- 
try of Great Wall Airlines, a sub- 
sidiary of China Great Wall 
Industry Group, which plans to 
enter the cargo operations busi- 
ness in Chennai and Mumbai. 
Trade specialists point out that 
such suggestions, if adopted as poli- 
cies, are more likely to be misused. 
And such restrictions don't do any 
good to the FDI numbers. 

BALAJI CHANDRAMOULI 
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Wanted: Code 
of Justice 


Better to put BPO fraudsters in 
jail than make the office one. 


T'S A CRIME THAT WOULD HAVE 
been termed as an “open and 
shut" case in a Mickey Spillane 
novel. In 2002, an ex-employee of 
the Mumbai-based Geometric 
Software Solutions, sent emails to 
several companies in the US offering 
to sell the source code of a software 
package; Geometric was debug- 
ging the software for a us client, 
SolidWorks. Another Us company, 
Solid Concepts, responded to the 
former employee's mails. Solid 
Concepts also informed the Federal 
Bureau of Investigation (FBI) that 
SolidWorks' source code was up 
for sale. The ex-Geometric 
employee agreed to sell the source 
code for $200,000 (the software 
was worth $60 million that year). A 
down-payment of $20,000 was 
wired to his bank in Mumbai. 
The dubious transaction was 
caught on tape in a joint opera- 
tion of the FBI along with the 
Central Bureau of Investigation 
(СВІ). FBI agents, key witnesses from 
Solid Concepts and SolidWorks 
flew down to India and deposed in 
the courts. Four years later, the 
ex-employee is out on bail. Manu 
Parpia, Vice Chairman and 
Executive Director of Geometric, is 
angry and frustrated. *Over the 
past four years, I have spent nearly 
Rs 15 lakh. Despite being the CEO 
of a company, I have spent the 
time shuttling between Mumbai 
and Delhi and have spent two 
weeks of my time just on this case. 
It's agonising," says Parpia. 
Indeed, periodic security 
breaches threaten to punch huge 
holes in the great Indian outsourc- 
ing story. But, as Parpia elaborates, 
the sore point may not be the 
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breach itself but the fact that the 
perpetrator walks away unscathed. 
“I am very aggrieved that this guy is 
free today. People are citing this as 
a case against outsourcing. At the 
rate at which this case is proceeding 
it might take 5-10 years to get 
over,” adds Parpia. 

To be sure, the Indian judicial 
system when it comes to disposing 
cyber crime cases is extremely 
tardy. Take the high profile case of 
former employees of BPO firm 
MphasiS, who were arrested for 
allegedly siphoning off $300,000 
from Citibank customers after 
stealing account details in Pune 
in April 2005. More than a year 


has passed and even though the 
police have completed their inv- 
estigations, the case is yet to come 
up to trail. Says Pawan Duggal, 
an expert in cyber-laws and a prac- 
ticing Supreme Court advocate: 
*No conviction has happened even 
in the first case of cyber theft that 
was registered in 2000." So, where 
does industry go from here? Says 
Vivek Kulkarni, Chairman and 
CEO of Bangalore based B2K 
Corporation: “Data security is a 
test of character for the industry. 
At the same time, you want your 
office to be a beautiful place to 
work and not a jail." 

T.V. MAHALINGAM 


Supply and Rule 


Is Mukesh Ambani set to re-enter the power sector? 


RIL's Ambani: Reserve power 


RIS A CRIPPLED SPACE 
uttle in outer space would 
probably be an easier task than 
salvaging the 2,184 Mw Ratnagiri 
Gas and Power Private project. 
Last fortnight, the Group of 
Ministers (GoM) sowed the seeds 
of a solution that could well see 
Reliance Industries (RIL) enter the 
power sector. The GoM first 
reviewed ownership of the LNG 
terminal, presently in the hands of 
NTPC and Gail; and also opened 
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negotiations with potential and 
existing gas suppliers. 

Gail, which was entrusted 
with procuring gas for the proj- 
ect, failed to do so. Petronet LNG 
(PLL) managed to secure gas for 
the project. Over the last few 
weeks, a consensus was emerging 
to transfer the LNG terminal to PLL 
and provide a minority share in 
the terminal to Qatar Gas, a sup- 
plier to PLL. Then came along 
another option—that of piped 
gas from domestic sources. 
Leading the pack in commercial- 
ising new discoveries is Reliance, 
which has reserves in excess of 7 
trillion cubic feet (TCF), enough to 
power three times the capacity 
of the Ratnagiri plant. Piped gas 
will be cheaper than LNG. The 
government may well decide to 
sell the integrated project to the 
company that provides the cheap- 
est gas. Industry observers, how- 
ever, argue “Reliance will have 
little interest in the LNG terminal 


given its domestic gas reserves.” 


Watch this space. 
BALAJI CHANDRAMOULI 
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For Mutual 
Benefit 


Canbank is the latest MF to off- 
load a stake to a foreign major. 


HE ACTION IN THE MUTUAL FUNDS 

space just doesn't stop. In the 
past couple of years, at least three 
foreign players flagged off their 
Indian operations by buying into 
an Indian asset management firm. 
And there are many more in the 
wings, with a host of names 
including Jp Morgan, Goldman 
Sachs, UBS, Nikko, Sumitomo and 
Schroeder rumoured to be eyeing 
the Indian MF market. What's more, 
speculation persists that Standard 
Chartered Mr is up for sale and, 
on another front, Shinsei of Japan 
has roped in Sanjay Sachdev, for- 
merly with Principal PNB AMC. 

For the moment though it's the 
turn of a Rabo Bank subsidiary, 
Rabeco, to go the same way. The 
Netherlands-based firm is said to 
be acquiring a sizeable stake (be- 
tween 40 and 50 per cent) in 
Canbank Mutual Fund, a wholly- 
owned subsidiary of Canara Bank. 
Says B. Sukumaran, Managing 
Director, Canbank Mutual fund: 
*We are in the final stage of roping 
in a foreign strategic partner for 
our mutual fund business. The deal 
will be finalised in the next 2-3 
months and we may place a maxi- 
mum 49 per cent stake with them." 
Advisors KPMG and Ernst & Young 
have already started the due dili- 
gence process at the state-run mutual 
fund. Industry experts reveal that 
Canbank MF, which manages assets 
to the tune of Rs 2,800 crore, would 
command a valuation in the range 
of Rs 40 and Rs 60 crore. That fig- 
ure is arrived by valuing the equity 
and debt funds separately. The for- 
mer is valued at 7-8 per cent of the 
total corpus of Rs 500-600 crore— 
which works out to a minimum of 
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THE MF STORY SO FAR 





SBI Mutual Fund Societe Generale 37. т 

Cholamandalam Mutual Fund DBS — 35 — 087 
Sundaram Mutual Fund BNP Paribas — 499 100 

Canbank Mutual Fund Rabeco* 40-50 (expected) 4060" 


* Expected to acquire stake in the state-run AMC ^ DBS acquired stake in Cholamandalam AMC by picking up 37.5 per cent 


in the listed Cholamandalam Investment & Finance Co for Rs 228 crore 


**Not including value of investments and real estate 


Rs 35 crore and Rs 50 crore on the 
higher side; the liquid and debt 
finds have assets of Rs 2,200-2,300 
crore, and are valued at 1-3 per 
cent of the figure—which works 
out to Rs 40 crore on the lower 
side and Rs 70 crore at the top. 

If the deal goes through, Rabeco 
will have such names as BNP Paribas 
of France, the Singapore-based DBS 


and Societe Generale for company. 
Last October, BNP Paribas acquired 
a 49.9 per cent stake for Rs 100 
crore in Sundaram Mutual Fund, 
which works out to a valuation of 
7.2 per cent of its assets under man- 
agement of Rs 2,779 crore at the 
time of sale. Prior to that in June, 
DBS got a foot into Cholamandalam 
Mutual Fund by acquiring 37.5 per 


Rehabilitation Revisited 


Will a new policy be effective in protecting farmer rights? 


of families, the UPA government 
has come up with a new draft 
National Rehabilitation Policy (NRP 
2006). This is a comprehensive 
revision of the National Policy for 
Resettlement and Rehabilitation 
of Project affected families (NPRR 
2003). The new МКР 2006 is sig- 
nificant in light of the recent 
protests over industrial develop- 
ment in Orissa (Kalinganagar), 
West Bengal (Singur), Uttar 





Pradesh (Dadri) and Maharashtra 
(Navi Mumbai, Pune). Farmers 
and activists claim that state gov- 
ernments are acting in concert with 
industry to ‘steal’ land. The lan- 
guage in the NRP tries to address 


| „ tis fact: “These (and acquisitions) 


2 have traumatic, 

2 socio-cultural consequences for 
: the displaced population which 
calls for affirmative state action 
for protecting their rights, in par- 
ticular of the weaker sections of so- 
HE like трех marginal. farm- 


try too should play a proactive 
role in rehabilitation. “If corpo- 
rates take more proactive steps to 


work with the displaced population 


they will not only speed up the 


land acquisition process, but also 
improve the ыо of living of 
the local population, which might 
go on to become customers," says 
Sachin Nandgaonkar of Boston 
Consulting Group. 

KUSHAN MITRA 
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Guyana Stadium, West Indies Coca-Cola, Bhopal 


In actual fact, we're a group of companies. Which is why we have both designed and built to perfection by us, from start to finish. 
all the expertise and resources to design and build the most Like the Skoda factory in Aurangabad. The Guyana Cricket 
complex structures under one roof. In a gist, we provide value Stadium in the West Indies. The Coca-Cola bottling plant in 
engineered solutions to our clients with an extensive Bhopal and BMW, Chennai. Be it meticulous planning, 
pre-construction design review. The result — entire projects, development or customised designs, suffice it to say, we do it all. 
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cent in the listed Cholamandalam 
Investment & Finance Co for Rs 
228 crore. Other than mutual funds, 
the flagship also has a presence in 
car loans and insurance. In July 
2004, Societe Generale bought a 
37 per cent stake in 581 Mutual 
Fund for Rs 175 crore. 

According to Sukumaran, the 
Canbank deal is win-win for both 
parties. *The foreign partner will 
bring to the table essentially prod- 
| uct expertise and global reach. We 
" offer them an entry into India as 
well as access to the 2,500 branches 
of Canara Bank", says Sukumaran. 
*Canbank AMC would also earn 
substantial fee income from advis- 
ing and managing the India-dedi- 
cated offshore fund of the foreign 
partner." It also gets a chance to 
compete head-on with the mon- 
eyed foreign funds like Fidelity, 
who are spending plenty on pro- 
motions as well as on more 
sophisticated products. The tie-up 
also helps it match up to industry 
standards on the salary and remu- 
neration front. 
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| Pie in 
i the Sky? 


К There's not enough land for 
Mumbai airport's revamp. 


.V. SANJAY REDDY HAS AN 
G inimitable way of putting thi- 
f ngs in perspective. “The fun in 
Mumbai is in the land,” quips the 
Managing Director of Mumbai 
International Airport (MIAL), with 
a wry smile. What Reddy means is 
that the biggest hurdle to revamping 
the city’s international airport—for 
which MIAL, the GVK group-led ven- 
ture, has a licence—is land, or rather 
the lack of it. “Some of the con- 
straints we are facing include 
rehabilitation of slums, relocation of 


56 BUSINESS TODAY NOVEMBER 5 2006 


‘Air India and other facilities, buying 


large tracts of private land outside 
the csiA (Chhatrapati Shivaji 
International Airport) and removing 
a number of privately owned build- 
ings that are in the proposed area,” 
says Reddy. 

That hasn't stopped him, how- 
ever, from unveiling the master plan 
for the new look CSIA. MIAL received 
charge of the Mumbai airport in 
early May and is discovering that 
land acquisition is turning out to 


be a pain. Of the total land meant 
for the airport, MIAL has discovered 
that 262 acres are encroached as 
compared to the state government's 
estimate of 147 acres. Another 38 
acres are under litigation, while 253 
acres have been leased out to various 
other parties. That leaves an opera- 
tional area of 936 acres. The 
upshot? Mumbai's international air- 
port will not have a new parallel 
runway until more land is available. 
At present, Mumbai airport has two 
runways cutting across each other, of 
which only one is used regularly. 
“Tackling complex issues like clear- 
ing encroachments and relocating 
people cannot be time-bound. Even 
as we will continue to work on the 
parallel runway, we have decided to 
substantially upgrade existing cross 
runway operations to meet the 
growth in demand," adds Reddy. 
Activists like Debi Goenka of 
the Bombay Environmental Action 
Group (BEAG) feel that MIAL has a 
tough task at hand because the 


problem of encroachment has to 
do with the lack of political will. 
“Even though the government may 
help in acquiring land outside the 
airport, the process of clearing the 
slums might be tougher. Despite 
all the lip service paid to developing 
infrastructure in Mumbai, ruling 
party MLAs have, in the past, 
obstructed any effort to clear illegal 
encroachments," says Goenka. 
Despite these problems, MIAL 
has envisaged a state-of-the-art 
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airport. The master plan has been 
designed to expand and upgrade 
the infrastructure at the airport to 
handle traffic of 40 million passen- 
gers and a million metric tonnes of 
cargo per year. (See Flying Dreams). 
MIAL plans to spend Rs 5,200 crore 
on the project by 2010. The exp- 
enditure would be financed through 
a debt-equity mix of 80:20. “The 
debt has already been tied up with 
institutions led by uri Bank and IDBI 
Bank," says G.V. Krishna Reddy, 
Chairman, MIAL. А significant por- 
tion of the expenditure will be on a 
brand new terminal building, T2 at 
Sahar, which will cater to 30 million 
international and domestic passen- 
gers every year. Construction is 
slated to begin in a couple of months 
once the government gets back to 
MIAL with feedback about the master 
plan. Construction is the easier bit; 
it's the demolition part of the proj- 
ect that might give the Reddys a 
few sleepless nights. 

T.V. MAHALINGAM 
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There are many other attractive prizes to be won, so click on over and let the 


celebration continue 
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choose from the wide range today 
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Cooperative 
Action 


Saraswat Bank is on an 
acquisition spree. 

OOPERATIVE BANKS PLUMBED THE 

depths in 2001 when the secur- 
ities scandal involving broker Ketan 
Parekh broke out. The Gujarat- 
based Madhavpura Mercantile Co- 
operative Bank was just one coop- 
erative up to its neck in risky stock 
market lending. At least a dozen 
more urban co-operative banks, 


Maharashtra based co-operative 
bank snapped up Vengurla Co-op- 
erative Bank followed by the 
Nagpur Co-operative Bank in 1992- 
93. [In March, Maratha Mandir Co- 
operative Bank got added to the 
Saraswat fold. And the latest catch 
was the 33-year old Mandvi Co- 
operative Bank, which has a deposit 
base of Rs 575 crore and advances 
of Rs 307 crore. Post-merger, 
Saraswat will have a deposit base 
of Rs 12,567 crore, and 105 
branches. *We want to strengthen 
the co-operative movement," rea- 
sons Bhawanji Haria, Chairman, 


GIVING COOPERATIVES A GOOD NAME 


10 


with an exposure to equity, bullion 
and other riskier assets, went bust 
one after the other in Gujarat and 
Maharashtra in the wake of the 
stock market meltdown five years 
ago. The scenario is brighter now, 
thanks to a wave of consolidation 
in the urban cooperative bank 
space. Taking the lead in that init- 
iative is Saraswat Bank. 
According to a Reserve Bank of 
India estimate, there are over 2,000 
urban cooperative banks spread 
across Maharashtra, Gujarat, 
Andhra Pradesh, Karnataka and 
Tamil Nadu. And with the blessings 
of the apex bank, Saraswat has been 
on an acquisition spree. As Eknath 
Thakur, Director, Saraswat Bank, 
and also a Rajya Sabha member, 
says: “The RBI wants a small number 
of large cooperative banks rather 
than a large number of small ones." 
In mid-80s, the 88-year-old 
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Saraswat stands head and shoulders above some old private sector banks. 
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Mandvi Co-operative Bank. With 
Mandvi too in the bag, Saraswat 
has attained a size that's at par with 
many of the old private sector banks. 
More importantly, on parameters 
like profitability and non-perform- 
ing assets (NPAs)—Saraswat doesn't 
have any NPAs, although that will 
change post-merger with Mandvi— 
it stacks up head and shoulders 
above the old private cluster (see 
Giving Cooperatives a Good Name). 

With a strong balance sheet, 
Saraswat's eyes are now set on 
Rupee Co-operative Bank, Suvarna 
Co-operative Bank and also the 
South India Co-operative Bank. 
“We are looking out for some more 
such marriages," says Thakur. 

The smaller banks may have lit- 
tle option but to be acquired as 
competition and pressure on capital 
intensify. Saraswat itself can't be- 
come too big a force in the banking 


space. That's because market-savvy 
banks like ICICI, HDFC Bank and the 
foreign brigade are moving down 
the pyramid, into cooperative bank 
territory. Co-operative banks, which 
are traditionally community and 
region focussed, lack product in- 
novation, a distribution network, 
cross-selling abilities, global link- 
ages, and a management pool. The 
business model too is low cost in na- 
ture. Saraswat may be a giant 
amongst cooperatives but it's still 
just a dot on the larger landscape 
that is Indian banking. 

ANAND ADHIKARI 








More 
Turbulence 


Deep-in-red Air Deccan 
isn't #2 any longer. 


HESE AREN'T THE BEST OF TIMES 

for Gorur Ramaswamy Gopi- 
nath, the 55-year-old founder and 
Chief Executive of the Bangalore- 
based low-cost carrier Air Deccan. 
After the parent company, Deccan 
Aviation, announced a larger-than- 
expected loss of Rs 341 crore—on a 
top line of Rs 1,352 crore—the air- 
line had to check out of the #2 slot, 
a position it had briefly grabbed 
from state-owned competitor Indian 
(till recently Indian Airlines). And just 
when it appeared that things could- 
n't get worse, news filtered in that 
the low-fare pioneer would be 
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rationalising its routes. Analysts 
expect these setbacks to delay the 
company's breakeven by a year. 
Meantime, the company's Chief 
Revenue Officer and a founding 
team member, John Kuruvilla, put in 
his papers. Over the last 15 months, 
Air Deccan has burnt cash rapidly, 
adding 20 new planes, 56 routes to 
its charter, while carrying some 4.4 
million people. “We are rationalising 
some routes as a part of changing 
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Three of the transactions had 


Ranbaxy as the acquirer, whist 
the largest deal of the lot would be 
Dr Reddy's buyout of betapharm 
for $602 million. Ernst & Young 
(F&Y), in its latest report, points 
out this level of M&A activity is 
aimed at combining core 
strengths, generating scales of 
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market requirements,” says 
Gopinath, adding that the carrier 
will not make any wholesale changes 
to its schedules. “We focussed ini- 
tially on gaining market share and 
entering previously unconnected lo- 
cations, but now we are focussing on 
improving our profitability and re- 
ducing our cash burn,” adds coo 
Warwick Brady. As part of this 
process, Air Deccan will cut out 
flights to Nashik and Kanpur and 











Rhodia Pharmaceutical Synthesis 


THE the key drivers have ben the eod 


bene stück at cii 13 times 
EV/EBITDA (enterprise value/earn- 
ings before interest, tax, & dep- 
reciation),” adds Mukherjee. He 
adds that valuations are unlikely to 
cool off in the near term. That’s 
because, as the report succinctly 
sums it up: “Indian companies - 


KRISHNA GOPALAN 









reduce “rotations” during the lean 
season. Gopinath has brought on 
board a revenue team from Aer 
Lingus (the national airline of 
Ireland, a low-fare one) to ensure 
that 75 per cent of the airline’s 
routes are mature ones, and the 
remaining new ones. “Air Deccan’s 
losses are larger than expected since 
it is expanding its network and 
fleet,” says Kalpesh Parekh, Head of 
Institutional Sales at broking firm 
ASK Raymond James. “The sector is 
going through a phase of consoli- 
dation that could last for 1'5-2 
years, but Air Deccan is close to 
sewing up its $100 million (Rs 460 
crore) funding, which should help," 
he adds. When this magazine went 
to press, the carrier had just recieved 
the first $30 million tranche. 
RAHUL SACHITANAND 
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Sunrise on 
the Southside 


Ambattur's allure as an IT 
destination is increasing. 


T'S THE SECOND LARGEST INDUSTRIAL 

estate in the south, one of the 
oldest—set up in 1961—and spans 
an area of 1,221 acres. Till recently, 
this park in Ambattur in north 
Chennai was the bastion of the 
region's small-scale sector. Over 
the past couple of years, however, 
Ambattur has been playing host to a 
clutch of rr services majors, includ- 
ing the HCL group, TCS and Perot 
Systems. Most of the small-scale 
enterprises, in the meanwhile, have 
migrated to other regions and es- 
tates further down, like 
Gummidipoondi (just off Chennai) 
and Tada in Andhra Pradesh. 
They've made way for many more 
IT and rr-enabled services majors; so 
far 12 such firms have set up shop 
in Ambattur, the latest names on 
that ever-growing list being Polaris 
Software and ICICI OneSource. Two 
IT parks of roughly 2 lakh sq. ft., 
each have been set up by local 
builders, and now global developers, 
like Americorp, are also launching 
similar projects. 

So, what explains this new- 
found fascination for a timeworn 
stronghold of the old economy? 
“Land availability is becoming a 
constraint in some of the other cor- 
ridors close to the city,” says Srinivas 
Rao, Chief Financial Officer and 
Chief of Shared Services, Business 
Process Solutions, Perot Systems. 
“Many of the age-old industries 
located here are on the verge of 
closing down because of sickness, 
thereby releasing land.” Some of 
the industries span across 5-10 acres, 
and a sale could be a surefire way to 
climb out of the red. 

For the new kids in town, 
Ambattur has its advantages. It’s 
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Soaring Ambattur skyline: Hi-tech is now the buzzword 


just 15 km away from the airport, 
has its own railway station and 
Chennai's most developed areas are 
just a 15-minute hop. Importantly, 
roughly a quarter of Chennai's 1.5 
lakh rr/rres workforce reside in and 
around Ambattur. And that explains 
the rush to build hi-tech rr parks on 
land once occupied by makers of 
chemicals and textiles. For instance, 
the property development arm of 
the Americorp group is building a 
17-floor building with a built-up 
area of 2.5 million sq. ft., over 10 
acres at a cost of Rs 375 crore. The 
building will be called the Chennai 
Tech Park and will be the largest 
green building yet in the country in 
2007. “The going rate for a ground, 
say 2,400 sq. ft, is Rs 50 lakh, which 
is close to double being charged in 
the Siruseri IT corridor, but rr play- 
ers won't have to spend Rs 6 per 
km/person for transportation," says 
Rajesh Babu, Chief Consultant, 
RECS group, a real estate consul- 
tancy. Local firm R.R. Industries 
is constructing a 2.2 million sq. ft., 
twin tower with 24 storeys on nine 
acres of land—dubbed RR Skyline— 
at an estimated cost of Rs 510 
crore. The project is slated to be 
completed in two years. Says R. 
Ravi, CEO and Managing Director: 
“My existing clients (from other 
IT Parks) want to expand and have 
already expressed interest. (These 
are companies like Alcatel, us 
Technologies, Flextronics)." 
Ambattur’s biggest bugbear, 
however, is its choked-up roads. 


*Rains make the estate a night- 
mare to get in and get out,” says 
Srinivas Rao. S. Salai Kumaran, 
Secretary of the rr Parks & Infra- 
structure Developers Association 
and the Director at India Land and 
Properties of the Americorp 
Group, has trained his sights on 
upgrading the roads and related 
infrastructure in Ambattur. “There 
is a fund of Rs 35 crore (with con- 
tributions from the central and 
state governments and private par- 
ties) which has to be quickly 
utilised, preferably in one year," 
he says. Once the bottlenecks dis- 
appear, the allure of Ambattur can 
only increase. 

NITYA VARADARAJAN 


Enabling 
Devices 


Lesser-known handset 
makers are slugging it out. 


NE OF THE FEW INDUSTRIES 

growing faster than Indian 
telephony is the market for mobile 
handsets. As telecom operators add 
over 6 million subscribers every 
month—in September, the total 
number of telecom users in the 
country reached to 170 million— 
demand for mobile handsets is gal- 
loping at 80-90 per cent annually. 
Industry expects some 60 million 
handsets to be sold in 2007 alone. 
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Now that's a mouth-watering 
opportunity for any handset maker 
worth its brand name. Predictably 
the big five comprising Nokia, 
Motorola, Samsung, LG and Sony 
Ericsson have muscled in and today 
they control roughly 95 per cent of 
the market. But there are still as 
many as 40 brands—at last count— 
wrestling for the rest of the mar- 
ket—which may appear puny in 
percentage terms, but is still fairly 
sizeable at close to 3 million hand- 
sets. The bit players include Chinese 
names like Bird and Haier, 
Meridian Mobile of the UK, Sagem 
of France and Kyocera from Japan. 

Many of these players are aim- 
ing for as much as 5 per cent of cell 
phone users, by eating into the 
share of the established players as 
well as targeting new subscribers. 
The best way to go about that task 
is to bombard the consumer with a 
flurry of launches, almost inces- 
santly. And as India still remains 
largely a market for entry-level 
phones—70 per cent of the hand- 
sets sold are in the mass segment— 
niost of the smaller firms have 
trained their sights on this part of 
the pie. There are other similarities 
across strategies too: The уош is 
the target audience, which means a 
Sharp focus on snazzy features (MP3 
players are a given); and many fea- 
tures are in Indian languages, as 
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rural India is the target market for 
all the small boys. 

Bird, which has sold roughly a 
million phones in the two-and-a- 
half years that it has been in India, 
plans to soon phase out its existing 
six models and replace them with 
half a dozen new ones, priced in the 
Rs 2,000-10,000 bracket. “Every 
product has a lifecycle, after which 
it is feasible to (launch) newer prod- 
ucts,” says Adarsh Shastri, Director, 
Marketing, Bird (Asia-Pacific). 

Bird is focussed on new growth 
markets, essentially rural areas 
where price points are typically 
low, starting at as little as Rs 1,400. 
And that’s where alliances with op- 
erators become an imperative. “It 
would be difficult for us to achieve 
those price points so we decided to 
partner with Airtel,” says Adarsh, 
adding that Bird is looking at other 
operator tie-ups as well. Bird’s two 
models bundled with the Airtel 
connection contribute to about 70 
per cent of its total sales, and the 
percentage of sales from operator 
tie-ups is likely to remain in the 
range of 70-75 per cent in the next 
two-three years. Haier is also look- 


ing at operator tie-ups. The only : 
difference is that it is targeting a. 


slightly more aspirational segment, 
at least in GSM phones, with prices 
starting from Rs 7,000 and going 
up to Rs 15,000. For CDMA phones, 





Haier prefers to straddle the pyra- 
mid with phones in the Rs 1,400- 


3,000 bracket, bundled along with 
‘the Tata-service, Haier, which has 


already shipped 2.5 million hand- 
sets in the last nine months, hopes 
to'sell 5 million handsets per year, 
says Arun Khanna, Vice Chairman 
and мр, Haier Telecom India. 
The UK-based Meridian Mobile 
too is eying the lucrative mid-seg- 
ment, It currently has seven models 
priced between Rs 6,000 and Rs 
10,000, and plans to launch 15 new 
ones in the next one year in the Rs 
$,000+15,000 price bracket. 
Meridian, which sells its phones un- 
der the “Fly” brand name, is looking 
at the “rapidly growing replace- 
ment market,” says Rajiv Khanna, 
CEO, Meridian Mobile (India). 
Kyocera, which makes only 
CDMA phones, emphasises that it is 
the ease of use that will drive its 
sales. “Kyocera handsets are stylish, 
affordable, feature-rich and above 
all easy to use," Chuck Becher, 
Senior Director, International Sales 
and Marketing, Kyocera, replied 
via e-mail. Kyocera, which cur- 
rently sells 12 models, available 
through Tata, Reliance and in the 
open market, hopes to double its 
sales volumes in 2006. 
SHALEEN AGRAWAL 





Broadsheet 
Broadside 


Dainik Bhaskar perfects the 
‘art’ of being #1. 


| N OCTOBER 8, DAINIK BHASKAR, 

7 India's #1 newspaper group in 
all languages (according to NRS 
Survey. 2006), launched its Punjab 
edition. And as it had done with 
earlier launches in Haryana and 
Gujarat, the group duly claimed #1 
position even before readers got a 
chance to pick up the paper. As 


47 


— 


Girish Agarwal, Director, can't hold a customer for thre« 


Marketing, Dainik Bhaskar, told or four months—and 
BT before the launch: “We're months is a huge amount 
launching in Punjab—Jalandhar time for being engaged 


and Amritsar—on the morning 
of October 8 and I can very well 
say that we're going to be #1 
from day 1 because we will sell 
176,000 copies compared to 
115,000 copies of the Punjab 
Kesari in that belt. We too have 
stuck our necks out and given 
our advertisers the assurance 
that if we do not remain at #1 
we will refund their money to 
them," adds Agarwal. 

The secret—actually not 
any more—is of course ad- 


him—1 don't think I deserve 
be in business at all," explains 
Agarwal. Agarwal now hints 


at something even mort 





cal. “In the us, there's 
concept of free newspapers. 
Why shouldn't it work in India 
too?" asks Agarwal. 


The rest of the publishing 





industry isn’t exactly salivating at 
the thought of free newspapers 
“Once regional penetration get 
higher, people will have to start 


paying more because only the 





vance subscription numbers. big players—#1 and #2—will 
Agarwal claims to have locked Dainik Bhaskar's Agarwal: New launch get enough advertising to sus- 
in readers for a year by col- tain themselves," says Bhaskar 


lecting Rs 200—that's 54 paise per good enough for me to romance Das, Executive President, The Times 
day!—from them upfront for an with the customer, to date him, of India Group. 
annual subscription. “One year is and finally get married to him. If I DEEPTI KHANNA BOSI 
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the Way... 


Ogilvy and public sector 
banking hit it off in style. 


LD MAN PRESENTS OLD WIFE WITH 
Qi pair of diamond earrings on 
Valentine's Day. Wife gently chides 
husband for spending so much 
money, asking him what she's go- 
ing to do wearing diamonds in her 
old age. Old man replies with this 
gem: “Heera ko kya pata aapki 
umar ka? (How would the dia- 
mond know your age?)." 

Little boy guards his piggy bank 
with his life every second of the day. 
He keeps it at arms reach all the 
time; even while bathing and sleep- 
ing! One fine day, he sets off pur- 
posefully out of his house; he is 
headed to the bank that his family 
banks with, because he feels it’s the 
only place his piggy bank will be 
safe. A bank employee escorts him to 
a safety deposit box, into which the 
piglet is safely locked. “Rishton ki 
jamapunji—Relationships beyond 
banking,” goes the punch line. 

The first film is one of the ту 
commercials for sbi Life Insurance. 
The second is for Bank of India. 
Both ads are made by Ogilvy & 
Mather Advertising, the agency 
renowned for the Hutch boy-and- 
pug ads, and the ‘Building Bonds’ se- 
ries for Fevicol. Not in the least bit 
surprising, the campaign for SBI Life 
won O&M not only a silver Effie 
but also the Yahoo! Big Idea Chair 
and the People’s Choice Award for 
Best Case Study Presentation. It also 
swept the Abby’s. 

So, what did it take for O&M to 
make public sector banking (PSB) 
advertising sexy? Just a bit of reality 
and honesty is all it took, if you 
believe Sagar Mahabaleshwarkar, 
Group Creative Director, Ogilvy & 
Mather Advertising. “They (the two 


66 BUSINESS TODAY NOVEMBER 5 2006 


SBI Life spots) were both warm, emo- 
tional, believable, identifiable and 
aspirational. Furthermore, they told 
a story, and it is a fact that a well-told 
story works with any audience.” 
The shi group hasn't restricted 
its snazzy image to just the insur- 
ance arm. There’s also the memo- 
rable campaign for the bank itself— 
remember the guy in the elevator, 
going up to his office, dressed in his 
shirt, tie, blazer... boxer shorts? And 
all because he lost a bet with his col- 
leagues because the fact was that SBI 
Bank did give car loans for on-road 


prices? Or Mohan snapping and 
yelling at everyone—finally to a point 
of frustration—that his name is now 
*Chiman Lal Charlie’ because he lost 
a bet in which he insisted that sbi 
did not have the maximum number 
of ATMs in the country? The slogan 
‘Surprisingly sbi’ drove home the 
message that the PSB these days is as 
good as any international bank. 
Rensil D’silva and Anup Chitnis, 
Senior Creative Directors at O&M, 
make up the team responsible for 
above-mentioned campaign. “I think 
that a lot of the PSUs are waking up to 


Now, Special Energy Zones 


A $2-billion energy city is proposed on the outskirts of Mumbai. 





GFH's Janahi: India on his mind 


EZ MIGHT SOON ALSO STAND FOR 


special energy zone, if the plans 


of an East Asian investment bank 
pan out. Gulf Finance House (GFH), 
from the Gulf Corporation 
Countries (GCC), has inked a mem- 
orandum of understanding with 
the Maharashtra government for 
setting up an integrated energy 


business district. A first of its kind — 


in India, the proposed project will 
be called “Energy City India,” and 
will entail an investment of $2 bil- 
lion (Rs 9,200 crore). To be housed 
on Mumbai’s outskirts over 300 
acres, the energy city will provide 
business infrastructure for oil and 
gas producers, 

and also for those in shipping and 
energy trading. This would be 


СЕН” first project outside the ССС; 
the first one was unveiled at an 
investment of $2.6 billion (Rs 
11,700 crore) in 2006. 

“This is the result of the readi- 
ness of India as a market,” says 
Esam Janahi, ceo and Board 
Member of GFH. As Janahi sees it 
the Maharashtra Energy City is 


the just the beginning. “Over the 


next five years, we should be pres- 

ent in ^f рин states,” he adds, which 
translates into “a project every 
year.” GFH intends to develop two 
more such hubs in other Asian 
markets. Reason for kicking off 
with Maharashtra? “The state 
enjoys a strategic position in 


СЕН intends creating a шы 


company with a paid-up equity 

capital of about $300-500 mil- 
lion (Rs 1,380-2,300 crore), Chief 
Minister Vilasrao Deshmukh i is 





investment has merely с ‘confirmed 
that. We promise : all. possible 
assistance to this project," he 
beams. With a 


acquisi ion of land 
: cou d presume. 
KRISHNA GOPALAN 
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SUPPE 


the competitive environment, and 
that the manner you're perceived in 
is extremely important; especially as 
far as the younger generation is 
concerned," says D'silva. Maha- 
baleshwarkar agrees: “psu banks are 
aware of the onslaught of foreign 
banks in the country, and more so 
aware of the fact that young people 
are attracted to them because of the 
contemporary look and feel of their 
advertising.” O&M isn’t just laugh- 
ing all the way to the bank, it’s com- 
ing out of it in good spirits too! 
DEEPTI KHANNA BOSE 





Plenty in 
Store 


Retailers have huge hopes 
hinging on house brands. 


HE LARGEST SELLING BRAND OF 
T in the us is not Lee or Levi's 
but something called Arizona Jeans. If 
you haven't heard of it, that's because 
Arizona Jeans is one of the private 
labels of jc Penney Company, the 
$18 billion (Rs 82,800 crore) us retail 
Goliath, unlike Lee or Levi's which 
are sold pretty much everywhere. 

If the Arizona range of denims 
can give the global brands a run. for 
their money, what's stopping our 
homegrown retailers from doing 
something similar with their own 
private labels. Well that's exactly 
what a clutch of domestic retail 
firms, like Trent's Westside Stores, 
Kishore Biyani's Future Group and 
Rajan Raheja's Globus is attempt- 
ing with in-store brands. Biyani's 
Pantaloon Retail, for instance, in a 
relatively short span of five years, 
has created a number of significant 
private labels such as Bare Jeans, 
Annabelle, Honey and, Oye. John 
Miller, a shirt brand is today val- 
ued at close to Rs 500 crore. “In 
the fashion category, our private 
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labels contribute close to 65 per cent 
of sales," says Kishore Biyani, 
Chairman, Pantaloon Retail. As a 
company, 30-40 per cent of 
Pantaloon's sales come from private 
label brands covering categories like 
fashion, food and home. "This figure 
will go up to 50 per cent by 2006- 
07," adds Biyani. 

If you think that's high, at Trent 
95-97 per cent of sales come from 
private labels. “Westside itself is a 
big brand. Our whole strategy is to be 
a mass brand," says Neeti Chopra, 
Head Marketing, Trent. Other in- 
store labels that bring in a chunk of 
sales include SRC, Richmond, Urban 
Angel and Street Blues. “We are now 
working on private labels in cate- 
gories like luggage and footwear,” 
reveals Chopra. Globus, a Rs 100- 
crore retailer, is currently focussing on 
two private labels, Globus and F21. 

Cleary, sellers of private labels are 
attempting to cash in on rising foot- 
falls, and shift consumer loyalty from 





a brand to the store. Once a con- 
sumer is addicted to a store, it 
becomes easy to sell a private label. 
And making a compelling case for in- 
store labels is the high-margin nature 
of the business—20 per cent on the 
lower side, and as much as 50 per 
cent at the higher end. Yet, retailers 
caution against having a portfolio 
totally biased in favour of private 
labels. Shoppers’ Stop, for instance, 
has just 18-20 per cent of sales com- 
ing from private labels. For 
Shoppers’ the big brands will always 
be the ones bringing in most of the 
bacon. “A private label by itself does- 





pitched or treated on a par with any 
brand with which it competes,” 
believes Govind Shrikhande, CEO, 
Shoppers’ Stop. Experts also point 
out that private labels may be just a 
short-term gambit, and may not 
work in the long run if quality takes 
a beating. And that may rub-off on 
the image of the entire store. 

For the moment, though, few 
customers—and retailers—are com- 
plaining. “Currently it is retail nir- 
vana. I foresee a happy co-existence 
for big brands and store brands,” 
observes Chopra of Trent. Biyani is 
betting big on private-label growth 
coming from smaller towns. “We 
are aiming at a 75 per cent contri- 
bution of private labels in the fashion 
segment. Private labels in food would 
be around 40 per cent and the home 
segment will make up 20 per cent 
going forward,” says Biyani. India’s 
answer to Arizona Jeans may be just 
a few million footfalls away. 

ANAND ADHIKARI 
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FOR iN INDIA 


А BT-Mercer-TNS survey of 
Indi ^b А mploy г. 


The On ' 
That Matters 


An (imaginary) HR manager from the 1980s 
comes out of retirement to read BT's Best 
Companies to Work for in India 2006 survey 
and visit the top 10 companies. His impres- 
sions, as told to n. sRIDHARAN. 





DEEPAK G. PAWAR 


OU KNOW, TILL SOMETIME BACK—ACTUALLY, 
until a few weeks ago when BT pulled me 
out of retirement and asked me to look at 
the findings of its Best Companies to Work 
for in India 2006 survey—I was ruing my retire- 
ment. Not anymore. | don't think I could be an HR 
manager today; not if the stories coming out of the top 
10 companies are anything to go by. It's a mad world 
out there: HR managers are scrambling for workers 
and spending sleepless nights, worrying over com- 
pensation, recruitment and retention. Worse, almost 
no employee at the top 10 companies says that she is 
happy with the money she's making or the career 
counselling she's getting at her company. It includes 
Infosys employees, who have been promised Rs 126 
crore in bonuses this year. 
That's not how things were when I was in the 
HR...errr...personnel administration business. Back 
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then, we didn't do HR, we did 

IR—industrial relations. Drunken 

and rowdy workers were our 
problems, and not some over- 
ambitious MBA or techie in a 
hurry to become the СЕО. From 
IR, we moved to personnel ad- 
ministration, ensuring that the company policies on 
pay, leave, and benefits were followed strictly. Then, we 
stumbled onwards to personnel management. For the 
first time, we started looking at things like employee gra- 
des, careers and people policies. It wasn't until the 
early 90s, when I had been retired for a few years, 
that human resource management became the buzzword. 

Some HR honchos I met at the top 10 companies 
told me what's happened thereafter. In a word, the HR 
world has been turned on its head. As the economy 
started surging towards knowledge industries (rr and fi- 
nancial services being just two of them), the resource 
that HR managers came to deal with changed. Unlike 
blue-collar workers, software coders and investment an- 
alysts didn't come by the dozens (in a manner of 
speaking); to woo them, they needed to be offered stock 
options, not to mention high salaries. Since the wealth 
they were creating was phenomenal, other employers 
were always willing to better the deal to lure them away. 
One thing led to another—or, rather, to in-house 
valet services, free massages, gyms and créches—and 
pretty soon, these were standard fare. 

Talking of fare, did you know that you can order at 
least six different cuisines on Infosys' (#1) campus in 
Bangalore? Or that you needn't even come to office 
every day but work from home if you are at Sapient 
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(#5)? Or that at MindTree, 

you can question your su- 

periors without fear of get- 

ting sacked, and that at 

Satyam Computer (#3), not 

just your birthdays, but 
those of your family members 
are remembered and celebrated? Without doubt, my 
trips to these companies show, organisations and their 
CEOs are speaking a different language. At Johnson 
& Johnson (#6), for instance, Managing Director 
Narendra Ambwani told me that he had a simple ap- 
proach to people management: “I have to only think 
what I would like as an employee.” 

Finally, the HR manager of today has become tech 
savvy. There’s a phenomenal amount of information 
technology that is being used to manage human re- 
sources. Infosys, for example, will have 70,000 em- 
ployees by the end of this fiscal; Dr Reddy’s (#4) is 
learning to manage employees spread over different 
parts of the world. At HCL Comnet, like at most other 
best employers, HR runs on a self-service model. 
Employees raise a ‘ticket’ every time they have an issue 
that needs addressing. Of course, they can also check 
their provident fund status online, and post ideas that 
they think can transform their company. 

Like I said, this is a different world for HR man- 
agers. And, oh, did I mention? Not one of them sits 
near stores—like I used to. Ш 
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а. 


What We Measure апа Why 


There are four quadrants that determine the company rankings. 


OW DO YOU BREAK DOWN A COMPLEX 
organisation into something measurable? 
With great thought. Three years ago when 
we changed our survey partner, we also 
used the opportunity to add greater rigour to our Best 
Companies to Work for in India survey. After much 
deliberation, ВТ and knowledge partner Mercer 
Human Resource Consulting came up with a method- 
ology built around four quadrants (for a note on 
the methodology itself, see page 78). These relate to 
HR metrics, employee satisfaction, perceptions of 
key stakeholders, and HR processes and policies. 
There were good reasons why, we felt, an emp- 
loyer had to be studied on multiple parameters rather 
than an isolated metric like employee satisfaction. Yes, 
happy employees are a good indicator of workplace 
reality, but they can never be the only measure. 
Eventually, all organisations aspire to create institutions 
that can outlive their people. And institutions are 
built on the back of solid systems and processes. 
Our HR metrics, for instance, consider quantitative ind- 
icators of people management. We start by looking at 
the number of employees (which indicates the com- 
plexity involved in people management; in fact, to par- 
ticipate in the survey, a company must have at least 
200 white-collar employees), attrition rates, average 
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THE TOP 10 


COMPANY NAME 


DO or 





Infosys 70 


Dr Reddy's Labs 70 
Agilent Technologies 70 
Covansys 70 
MindTree 65 
Satyam 65 
Johnson&Johnson 65 
HSBC 65 
Sapient 60 
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career tenure, promotion rate (that is, total number of 
promotions as a percentage of the overall head- 
count), average time for promotion, and go up to 
things like HR budget and the actual spend as a 
percentage of total revenues, training budget and 
spend, and gender ratio. This quadrant carries a 
weightage of 15 per cent. 

Our next quadrant is the most important one; it’s 
about employee perception. The proof of the pudding, 
they say, is in the eating. So, in our survey, we seek 
feedback from randomly selected employees on sev- 
eral key issues. These are: leadership, HR processes, 
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transparency, alignment with organisational direc- 
tion, quality of work life, employee development, and 
the HR function in the organisation. Given that it 
has the biggest weightage of 35 per cent, it can make 
or break the fortunes of our survey participants. For 
example, this year, Bangalore-based IT consulting 
firm, MindTree, has jumped to #2 from the bottom 
of the top 10 list last year. As our story on the com- 
pany reveals, MindTree's relentless focus on fair 
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play, integrity and communication leads a lot of its 
employees to believe that they work at the right 
place. That said, the findings from the employee 
feedback are startling. It seems few employees are 
happy with their compensation or the role their HR 
managers play in career counselling. As our colum- 
nist from Mercer, R. Sankar, says (see Managing 
Employee Expectations starting page 86), there’s a 
whole lot that companies are yet to do in people man- 
agement. For instance, at most Indian companies, line 
managers haven’t yet been given—or taken, if you 
will—the responsibility of managing the careers of 
their team members. 

The third quadrant evaluates the robustness of HR 
processes and policies. What we look for in this 
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Meeting of minds 


quadrant is the maturity of a company's people 
processes and policies compared to the best in class 
practices across the world. There are five broad issues 
that we consider within this quadrant: HR philosophy 
and policies; recruitment, selection and induction; 
performance and career management; training and 
development; rewards and recognition; and culture 
and work-life balance. Each of these measures is 
designed to answer specific questions. Is the HR pol- 
icy clearly articulated and supported by well-de- 
signed processes? How does a company manage 
manpower planning? How are performance ap- 
praisals done? Is there scope for a 360-degree feed- 
back? How are careers planned and managed? And 
what sort of a compensation system does the com- 
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pany follow? These are becoming increasingly imp- 
ortant issues for companies across sectors (anyone 
who thinks that only Іт can afford to, or should, do 
this is gravely mistaken.) Small wonder, this quadrant 
carries the second-highest weightage of 30 per cent. 

Finally, we ask for the opinions of four important 
stakeholders in the job market: А company's new rec- 
ruits, ex-employees, campuses, and search firms. 
How does this help? For one, it serves as some sort of 
a reality check; after all, we are not talking to emp- 
loyees who are already steeped in the company cul- 
ture, but either aspirants or associates who provide a 
window into how a company is popularly perceived. 
This quadrant has a weightage of 20 per cent. 

Our final scores and rankings, consider the over- 
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COMPANY NAME 
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HCL Comnet 42. 
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Tech-savvy employees 


Covansys 59.5 X lia 


all scores of companies. But a smart HR manager 
would do well to look at her company’s rank on 
each of the four quadrants. It will immediately 
identify areas where the organisation needs to pull 
up its socks. For example, our best company to 
work for this year, Infosys, isn’t #1 in internal 
employee perception, but a distant #8 (are expec- 
tations of Infoscions greater than those of techies 
elsewhere?). Satyam, on the other hand, tops the list 
on this quadrant, Understandably, it’s not easy for a 
company to keep all its employees happy all the time. 
But in a market where the war for talent only prom- 
ises to get more bruising, employers will need to stay 
ahead of their employees’ needs and expectations— 
even if you are the #1 employer. 8 
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METHODOLOGY 


How We Did It 





It's no rocket science, but no walk in the park either. 


HE BUSINESS TODAY SURVEY OF BEST COMPANIES 

to Work for in India is into its sixth year, 

and you can tell that companies are begin- 

ning to recognise it for what it is: The most 
respected and comprehensive survey of workplace sat- 
isfaction. Compared to our previous survey, when 75 
companies registered to participate, there were 131 
participants this year (of which 92 eventually com- 
pleted all the formalities)—that's a staggering 75 per 
cent jump in participation. There are two key partners 
that work with Business Today in making this survey 
possible: global нк consulting firm, Mercer Human 
Resource Consulting, and TNS India, an international 
market research firm. The former is our knowledge 
partner, responsible not just for the methodology, but 
also for the analysis; TNs, on the other hand, is our int- 
erface with participants, managing the registration, 
data collection, and query resolution. To eliminate any 
possibility of conflict of interest at Mercer, which ad- 
vises some of the participants on a range of HR issues, 
TNS assigned a numerical code to each of the par- 
ticipating companies, and the data for analysis was 
sent to Mercer under the code number and not 
the company name. Only after Mercer had com- 
pleted the analysis were the company names and 
code numbers reconciled to establish the rankings. 
And as promised to the participating companies, the 
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Business Today-Mercer-TNs India study of the Best 
Companies to Work for in India only reveals the 
names of the top 10 companies. Names of and data 
submissions by the other participants are kept 
confidential. 

Business Today announced the launch of the 
study for 2006 through an article in its June 4 issue, 
inviting interested companies to register online 
through the survey site (http://survey.tns- 
global.co.in/bestcompanies2006/ bome.htm). There 
were only two eligibility criteria, namely, a minimum 
four years of operations in the country and a head- 
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count of at least 200 white-collar employees. 
Thereafter, the survey went through three stages: 


Data Collection 

The initial contact with registered companies was es- 
tablished through a Company Overview 
Questionnaire, through which the participants pro- 
vided financial information, manpower statistics, 
demographic data, and the contact details for its em- 
ployees, alumni, campuses etc. The HR representa- 
tive of the company was contacted as the next step 
and a comprehensive HR Process and Policy Review 
Questionnaire was administered to gain an insight 
into the HR policies and practices. An employee di- 
agnostic tool, Internal Employee Perception 
Questionnaire, was administered in parallel to a ran- 
dom sample of employees based on the contact 
details provided by the company. (The companies 
were asked to give a large list of employees and the 
respondents were picked randomly.) The per- 
formance on this tool was also used as a filter to de- 
termine the shortlist of companies. The last phase 
of the data collection involved seeking feedback 
from the stakeholders of the company through 
four dip-stick Stakeholder Perception Questionnaires 
that were administered to new employees, alumni, 
campuses and search firms. 


Data Analysis 

The company information on each of the above was 
collected by TNs in predefined formats and given 
unique company code numbers. This coded infor- 
mation was given to Mercer for analysis. The Mercer 
team carried out the analysis of the responses on 
the four quadrants, based on the company data. This 
analysis was conducted only for the top quartile 
companies receiving the highest scores on the Internal 
Employee Perception Questionnaire. This is based on 
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Team TNS: (From left to right) Priyanka Kaintura, 
Shivangi Singhal, Gautam Nath, and Indrani Raychaudhuri 


the tenet that the voice of the employee is the strongest 
ratification of a good workplace. 

The numeric information obtained through the 
Company Overview was analysed to evaluate com- 
panies on their performance against pre-defined HR 
metrics. The response to the HR Process Review 
Questionnaire was used to assess the robustness and 
state of maturity of the HR processes of the participants 
on the shortlist. The responses to the Employee 
Perception Questionnaire were analysed to assess 
the extent to which the employees in these companies 
were (a) satisfied with the HR function and processes, 
(b) engaged with the company, (c) found themselves 
to be aligned with the company’s goals and values. 
Stakeholder Perception Questionnaires were analysed 
to determine the external labour market’s views on the 
image of the company as a good place to work. 


Scores and Proposed Rankings 

The analysis of the company information resulted in 
scores on a 100-point rating scale for the four quad- 
rants of the study. HR metrics were evaluated based on 
the complexity of people management agenda, nature 
of industry, investments in people processes, attrition 
and career velocity. The HR processes of the company 
were assessed in terms of robustness, integration, 
evolution, and administrative ease. Employee and 
stakeholder perception evaluation was a direct output 
conversion of the employee responses. 

Weights were assigned to each quadrant and, as 
per the methodology, were premised on the need for 
companies to demonstrate balanced and compre- 
hensive performance across dimensions. The per- 
formance of a company on one quadrant was sought 
to be corroborated by evidence of performance on the 
other quadrants, The index scores based on quadrant 
performance and weights were used to propose the 
ranking order of the companies. 8 
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ow to Win 
The Talent War 


Employees have become far 
more demanding, bells and 
whistles of yore are now js 
hygiene factors, and there's * 

an unprecedented scramble 
for talent. Result: employers 
need new ways of managing 
their human capital. 


PADMAJA ALAGANANDAN, GYAN ANJAN 
KAUR, AND SAAKET ARORA. 


PTING FOR A JOB IN CORPORATE INDIA IS NO 

longer just a career choice—it is now a 

way of life. As individuals spend increasing 

amounts of time delivering on work com- 

mitments, the ‘employer’ is beginning to occupy cen- 

tre stage in the employee's life. Their daily timetable, 

lifestyle and opinions, as well as their perception of “do- 

ing well" are firmly rooted in the company's context. 

With the organisation becoming the focal point and, to 

an extent, the dominant factor of one's life, it is only 

natural that choosing an organisation to work for also 
becomes a deliberate and calculated decision. 

Today, employees are no longer willing to bargain 

a substantial chunk of their lives for basic *hygiene fac- 

tors". An exhaustive list of benefits, time-bound pro- 

motions and the possibility of a foreign trip or two are 

now passé. Meaningful work and rewards are what em- 


^. 
INFOSYS 
ployees are looking for. In addition, they now demand 


control е their careers, an enhanced pace of learn- Employees now deman d control 

ing, individualised attention, responsive management ; 

systems and the exciting possibility of unlimited imi over their careers, ап епһапсеа 
Apart from being demanding, the prospective pace of learning, individualised 

employee is increasingly discerning and most impor- attention and the exciting 

tantly, in short supply. (There are too many jobs possibility of unlimited growth 

chasing too few candidates and the imbalance is only 
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Employees are being pampered 
like never before and erstwhile 
differentiators have been relegated 
to the status of hygiene factors 


likely to become more acute in the years to come). 
Statistics might just help us figure out how demog- 
raphy affects the availability of talent and to what 
extent. Today, most of the developed economies of 
the world, particularly America, Germany and Japan, 
are faced with ageing populations. Between 20 to 30 
per cent of their populations are already over the age 
of 60, causing a talent shortage that will last at least till 
the middle of this century, making them look beyond 
their borders for talent and growth. 

In this global context, India may consider itself 
lucky. Just 7 per cent of Indians are above the age of 
60 and in 25 years this proportion shall increase to 12 
per cent. India will continue to be young and will see 
a swelling workforce of scientific, technical and pro- 
fessional talent. People are something India has plenty 
of. But ask any business leader what his biggest prob- 
lem is today and the chances are that he will say it is 
finding the right people and getting them to work 
productively. This may sound paradoxical. But the fact 
is, given the feverish pace of business growth, the de- 
mand for talent has already outstripped supply, in 
terms of both quantity and quality. 

A talent famine is now staring us in the face. 
Farsightedness demands that business leaders ele- 
vate management of talent to the highest corporate 
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priority. Talented employees are no longer available 
in plenty. Nor are they easily replaceable or inex- 
pensive. Against this backdrop, India Inc. is faced 
with the daunting task of attracting, retaining and 
growing its people in a very competitive environ- 
ment, So, how are Indian employers dealing with this 
challenge? What is it that they need to do to come out 
on top? 

Based on the trends we have seen over the last 
three years, we discern a few “mega trends” in win- 
ning the war for talent. 


Align and engage—adopting the “win-win” 
approach: The answer that most employers are 
searching for lies in alignment—the organisation’s 
willingness to recognise and respect each individual's 
needs and its ability to address them while keeping 
in view the larger organisational goal. Despite its 
clichéd usage and often quoted examples, the task of 
alignment is not an easy one. The winners of this 
year's study have shown the ability to treat each em- 
ployee as a unique individual, while at the same time 
successfully coordinating the activities of hundreds, 
if not thousands of them, and ensuring that they are 
aligned to the achievement of the organisation's 
objectives. These companies are committed to mak- 
ing considerable monetary and non-monetary in- 
vestments in developing their people and engag- 
ing them beyond the realm of work and monetary 
benefits. The HR processes in these organisations are 
designed to deliver on business needs and at the same 
time cater to individual training requirements, in- 
dividual careers and individual queries. 


It's not what you do; it's how you do it: The 
study reveals that employees are being pampered 
like never before and erstwhile differentiators have 
been relegated to the status of hygiene factors. The 
bouquet of benefits, facilities and personal services be- 
ing offered by most companies to woo employees is 
more or less the same. The focus has shifted from the 
“what” to the “how”—how to make every touch 
point between the organisation and the employee 
an experience that lets them know how valuable 
they are. The winning companies ensure that all the 
information that an employee could possibly need is 
available even before it is asked for. One company 
ensures that all upcoming announcements and cam- 
paigns are shared internally with employees by the CEO 
before they hit the press. Another has refined its 
recruitment process to ensure that each candidate 
goes back from an interview as a brand ambassador of 
the company, regardless of the outcome. They have all 
mastered the art of ‘assimilating’ new employees 
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Today, most companies have fairly 
comprehensive HR systems. 
However, this tried and tested 
formula will no longer suffice 





seamlessly into their environment, leaving no question 
unanswered and no loose ends to be tied. These org- 
anisations make the effort to constantly elicit employee 
opinion and take it into consideration while making 
policy decisions. Employee queries are responded 
to promptly and suggestions are sought after, making 
employees feel that their voice is being heard. 


Innovate and integrate: Most companies that have 
made it to the top 10 have leveraged technology 
not only to reduce the administrative burden but 
also to build truly integrated HR systems and processes. 
A fully automated training management system 
adopted by one of our winners showcases how train- 
ing needs for each employee that emerge from a 
performance review are then automatically trans- 
lated into an organisation-wide training calendar. 
These very training needs form the basis of individual 
developmental plans as well as an organisational 
skills inventory used to track and monitor capability. 

Some companies have developed sophisticated 
performance management systems, the outputs of 
which are systematically linked with rewards, em- 
ployee development, manpower planning, manage- 
ment of high potential employees, succession and 
career planning. The tools used to measure per- 
formance and manage employee development have 
been separated in order to ensure that the focus on de- 
velopment is not diluted. The mechanisms used by 
these companies to evaluate the effectiveness of these 
HR processes also speak volumes about the level of ma- 
turity the processes have reached. 


Put employees in charge of their careers: The 


best companies to work for also reaffirm their faith in 
their employees by putting them in charge of their own 
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careers. The better employers provide employees 
with the requisite information, infrastructure and de- 
velopmental support to enable them to shape their ca- 
reers based on their own aspirations and abilities. 
One of our winners supports employees in seeking 
structured feedback at any point of time regarding their 
suitability for any organisational role. It then goes a step 
further by helping them interpret and act on the results. 
The Indian employer and employee have finally come 
to terms with performance-based progression and 
rewards, as is evident from the widely accepted preva- 
lence of variable pay and differential growth paths, 
which are tailor made for high-performing employees. 


Redefine and reinforce culture: Mere words and 
no actions might be a quick-fix solution, but in the 
long run, employees need to feel attached to the 
company they work for. Each of the winning com- 
panies has worked hard on building a strong culture 
which reflects the values that the company wishes to 
inculcate in its employees. Whether it is the focus on 
transparency emphasised by one of the winners by 
making 360 degree feedback results visible to every- 
one across the organisation, or the message of open- 
ness given out by another through fully open work- 
spaces, or the emphasis on integrity by a third com- 
pany through value-based induction sessions facilitated 
personally by the head of the organisation; the 
involvement and accessibility of the senior manage- 
ment is the common thread that runs across the 
fabric of each organisation. 

There has been a substantial narrowing of dif- 
ferentials between the top 10 companies and the 
others are catching up fast. The only way for an 
organisation to get noticed is to be different in an era 
when differentiators are constantly diminishing. The 
level of sophistication, integration and innovation in 
people management practices is what sets the best 
apart and makes them truly world class. Their 
employees speak highly of them and external stake- 
holders also confirm their status as an “employer of 
choice” in their market. 

Today, most companies have fairly compre- 
hensive and detailed HR systems and processes. 
However, this tried and tested formula will no 
longer suffice. Additionally, what works for one or- 
ganisation or industry may not work for another— 
change and innovation have become the order of 
the day. In winning the current war for talent, be- 
ing good is just not good enough. W 





Padmaja Alaganandan is a Principal Consultant, 
Gyan Anjan Kaur and Saaket Arora are Consultants 
at Mercer Human Resource Consulting. 





ТНЕ 


СОМР, 
TO WORK 
FOR IN INDIA 








COLUMN BY R. SANKAR 


Why are employees at 
just about every Top 10 
company unhappy with 
compensation and 

career coaching? It's 
because employers aren't 
paying enough attention 
to managing employee 
expectations. 


AGE INFLATION AND TALENT SHORTAGES ARE 
two related, if predictable, consequences of 
the high growth the Indian economy has 
been experiencing over the last few years. 
Our education system supplies far fewer qualified youth 
than are required, pushing up wages and attrition. 

It is, therefore, not surprising that recruitment and 
compensation management have become the two main 
focus areas for HR managers. Nothing can be more 
strategic than getting the right people in at the right 
time and in the right numbers and managing their com- 
pensation and career expectations. 

To be fair, employers have tried every trick in the book 
and used every lever to help attract and retain talent: high 
and differentiated compensation, innovative titles, faster 
(if at times illusory) career progression, training, a congenial 
work environment, more satisfying jobs, overseas expo- 
sure, opportunity to work on cutting edge technologies and 
problems, retention plans, referral schemes etc. Success 
rates vary and the problems remain. 

There are three areas where employers can yet do 
more. 
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Segment your workforce 

While customer and vendor segmentation has become 
an art and science, the concept of workforce seg- 
mentation is still in its infancy. Yet, sophisticated 
employers are deploying tools and techniques to 
segment their workforce, not only based on per- 
formance and potential, but also on the basis of 
demography, skill and business needs, and using the 
outcomes of such segmentation to craft distinctive 
strategies to manage the compensation and career 


expectations of each segment. In such an approach, . 


the concept of fairness and equity apply within a 
workforce segment rather than to the workforce as a 
whole. To be sure, implementing a segmented app- 
roach is challenging but if done well, the rewards for 
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both employer and employee will outweigh the costs. 


Place HR management responsibility 
where it truly belongs 

It is time line managers owned up to their responsi- 
bility for their human resources, just as they take 
responsibility for managing financial resources, 
materials and equipment. Too often, they pressure HR 
into recommending high salary increases based on 
anecdotal evidence of departures of their staff, but do 
little to attract good talent and even less to retain what 
talent there is. That the line managers and supervisors 
are chiefly responsible for their people is well known 
but not easily accepted in the Indian context, where 
the chief responsibility for talent attraction and 
retention is still that of the HR manager. A formal shift 
in responsibility from HR to line is overdue. To 
facilitate the shift, performance objectives of the line 
manager must reflect and accord high weight to peo- 
ple management. The roles of line and HR must be 
redrawn. And managers must be educated about and 
contribute to the formulation of their company's 
compensation policies and practices so that they can 
then play the key role in communicating with and 
managing their staff. 


Manage employees' expectations 

Finally, managers must learn to manage employees’ 
expectations. Communicating the economics of a 
company's business to employees transparently and 
regularly is one way to do this. Very few companies 
take the trouble of explaining the company's per- 
formance to their employees at all levels—the quar- 
terly results, the company's competitive environ- 
ment, its future goals, the need to balance the needs 
and expectations of all the stakeholders and to strike 
the right balance between rewarding for today's suc- 
cess and investing for tomorrow's. This is a task 
managers can no longer avoid. All too often, managers 
dismiss their subordinates as immature or lacking 
in the ability to understand. In doing so, they make a 
grievous mistake and underestimate and insult the 
intelligence of their people. Honest and credible 
communication is a visible manifestation of the respect 
that employees owe each other. 

While these measures may not in themselves stem 
attrition or attract talent, they will go a long way in 
building and deepening people management capabili- 
ties, leading, in turn, to strong, business-focussed HR 
management that strikes the right balance in address- 
ing the needs of the various stakeholders. m 





R.Sankar is Country Head and Head (Human Capital 
Advisory Services), Mercer Human Resource Consulting, India. 
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What's the secret sauce that makes Infosys the best 
company to work for, year after year? VENKATESHA BABU 


HINTAMANI ‘ВОСК’ DEVASHISH IS THE MAN- 
aging Director of Sterling Commerce India, 
an AT&T company, and also an Exfoscion, 
as all former Infosys employees are called. 
This 40-year-old, irr Mumbai and им Ahmedabad 
alumnus was among the early employees the IT giant 
recruited way back in 1987, when it was still a glim- 
mer in the eyes of its seven founders. It's been 10 years 
since Devashish quit Infosys, but once in a while his 
nostalgia still gets stirred. Consider the last time 
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round when that happened: Devashish, who had a 
long stint at Infosys subsidiary Yantra, was on a flight 
back to Bangalore from the us when he bumped 
into Infy Chairman N.R. Narayana Murthy on board 
the airport shuttle. Murthy, Devashish says, under- 
standably, did not immediately place him, but when 
the Exfoscion jogged his memory a bit, India's best- 
known tech ambassador broke into a broad smile. *He 
immediately enquired about me and my family," 
recalls Devashish. *Not only was he carrying his 





Brand Infosys: It 


" 


н 


luggage himself, but when I offered him my seat in the 
crowded bus, he politely declined. Humility, respect, 
affection and genuine concern for the fellow human 
being... Murthy had lost none of it despite all the suc- 
cess. If you have to understand why Infosys and its HR 
practices are unique," Devashish continues, “you 
have to understand the DNA of its promoters and 
how this has percolated down the organisation.” 
Today, Infosys employs 65,150 people—far too 
many for Murthy or any of his co-founders, including 
СЕО Nandan Nilekani, to remember by name—but the 
system tracks everyone individually. When terror 
attacks took place in London past July, the com- 
pany ensured that every UK-based employee's family 
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>Revenues: Rs 9,521 crore (2005-06) 

v Profits: Rs 2,458 crore 

> Total employees: 66,150 

» Attrition (per cent): 12.9 (in the last 12 months) 

> Average career tenure: 3.87 years 

> Training budget (actual): $145 million (Rs 667 crore) 
> Training man-days (actual); 8 lakh 


members in India were kept posted. Whatever help— 
emotional, monetary or otherwise—that the distressed 
employees needed was provided. “That has become 
kind of routine to us. Whether it is a personal emer- 
gency or a natural disaster or any other issue that af- 
fects the welfare of the employee and his family, we 
are always ready to lend a hand,” says Bikramjit 
Maitra, Vice President and Head of HR at Infosys. 

That’s no easy achievement. Over the last five 
years, the headcount at Infosys has grown at a CAGR of 
40 per cent. Before it rings out 2006-07, Infy may add 
another 15,000 employees. The challenge for Infosys, 
then, is straightforward: How to remain, in some 
sense, a garage start-up at heart, while creating systems 
and processes that can withstand the stress of high-ve- 
locity growth? For instance, in the July-September 
quarter, Infosys logged a 50.4 per cent growth in 
revenues to Rs 3,451 crore over the same quarter 
last year, and by the end of this financial year, its 
annual revenues will soar to Rs 13,853 crore. Says S. 
Subramanyam, Managing Director, Ascent Securities 
and Consulting: “Underpromise and overdeliver. 
Infosys has done that consistently. What is amazing is 
the company’s ability to scale and execute.” 

Making sure that ability improves as Infosys mul- 
tiplies in size is something Nilekani and his team 
already worry about. “We work hard to ensure that 
Infosys sets benchmarks, including in HR practices 
globally,” says Maitra. Adds Hema Ravichandar, for- 
mer head of HR at Infosys who now runs an HR 
advisory firm: “A big differentiator for Infosys is its 
‘conscious paranoia’ to succeed and outperform itself.” 
That means, she explains, a strong organisational 
thrust on innovation. Add to that its manic focus 
on execution, robust, institutionalised and scalable peo- 
ple processes and attention to stakeholder concerns, 
and you have a great recipe for sustainable success. 


Paranoia It Is 

Over the last 12 months, Infosys received 14,63,264 
resumes from hopefuls. How many did the company 
hire? 22,913. That means every applicant has a less 
than 2 per cent chance of becoming an 
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Infoscion—that is, an Infosys employee. Purely 
from a probability point of view, you'd be better off 
trying to crack the Indian Civil Service exams. Yet, 
Infy doesn’t allow itself to get smug about it. 
Especially, when it goes recruiting abroad. It might 
sound amusing, but Infosys was actually a bit ap- 
prehensive when it hit the Us campuses mid-2005 to 
hire undergrads. “While Infosys is an aspirational 
brand in India, it is becoming known on the Us 
campuses only now,” says Nilekani. “But we were 
pleasantly surprised by the response we got.” As 
many as 126 Us campus recruits, plus 25 UK on-cam- 
pus recruits, are now undergoing training alongside 
Indian hires at the software engineering boot-camp 
that Infosys runs at its facility in Mysore. 

Why fuss over the recruitment of a bunch of 
kids from American campuses? Hasn't Infosys been 
a global company for some years now, deriving 98 per 
cent of its revenues from abroad and spanning 17 de- 
velopment centres in five countries? The answer to the 
question lies with Mohan Das Pai, a six- -foot three- 
inch bearded giant of a man, who stepped down as 
the СЕО in April this year to head the HR function. 
*For a company to be called truly global, what are the 
metrics?" he asks. “Do we get bulk of our revenues 
from the international market; do we have a footprint 
in various countries across the world; does our 
board reflect a transnational character and does the 
workforce also mirror this?" The answer, obviously, 
is ‘yes’ for the first three questions, but ‘no’ for the last 
one. Reason? A bare 1,958 of its 65,150 employees 
are non-Indian. Gathered from 59 different nations, 
they represent just 3 per cent of Infosys’ workforce, 
and Pai is keen to diversify the talent pool. “India will 





A bank on Infy's campus: If you can't go to the bank, 
the bank will come to you 
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Infy's ebullient CEO explained to BT's Venkatesha Babu 
why his company continues to remain India's best 
employer. Excerpts: 


Can you decouple revenue growth and people numbers? 
We are addressing this challenge in two ways. One is internal, 
the other is on the client side. Internally, we are trying to 
ensure higher efficiency especially on fixed price projects by 
using reusable (software) components. On the client side, we 
are selling higher value services and solutions. 


What about attracting the right kind of talent internationally? 
It is true that we have a great brand equity in the Indian mar- 
ketplace. Infosys is seen as an aspirational brand—an 
advantage that, as of now, we don't enjoy everywhere else. 
But we have made considerable progress on this issue. 
Infosys Consulting was started completely by a bunch of peo- 
ple internationally. This year we recruited 126 people off the 
campus in the US and 25 in the UK. We are hiring in China. 
Today, around 3 per cent of our workforce is non-Indian. 
Managing cultural diversity would be a key issue. 


What about this perception that there is a glass ceiling at 
the very top, since it is still dominated by the founders... 
(Interrupts, sounding a bit меагу)... think it is a very unfair 
thing to say. Raghavan (co-founder) left in 2001, (Narayana) 
Murthy stepped down in 2006, when my time comes, | will 
follow them. (Mohan Das) Pai, who is not a founder, han- 
dles significant responsibility. At the end of the day, ours is 
a transparent culture. Infosys is a meritocracy. 


How will you ensure that there is connect between em- 
ployee and the company as it grows rapidly? 

We are acutely aware that there would always be demand 
for talented people. HR does a number of programmes to en- 
sure connect between the company and its employees. 
We fundamentally believe in the philosophy of sharing 
wealth. This, along with our value systems and unique 
culture, is what makes Infosys different from others. 
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When you fly Club World business class with British Airways, you 
are guaranteed a flat bed. And because we have more flat beds to 
more destinations than any other airline, we offer a wider choice of 
58 places for you to wake up in. With British Airways, the world is waiting. 
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S A DEVASTATING CYCLONE STRUCK BHUBANESHWAR IN EARLY 

2000, it killed several people, destroyed property worth 
several hundred crores, and generally decimated everything in 
its path. Several hundred kilometres away, K. Sunita, then a 
software engineer based out of Chennai with Infosys 
Technologies, was worried about the fate of her parents who 
lived in Orissa's capital Bhubaneshwar. Communication lines 
had been cut off and there was no way to reach her parents. 

As news about the scale and nature of the cyclone began 
to trickle down, Infosys swung into action and set up a 
helpdesk to assist employees and their families located in 
Bhubaneshwar. That apart, Infoscions went around helping 
their colleagues and families. The company chartered aircraft 
to airlift its employees and their families to safety. “It is 
this kind of commitment,” says Sunita, seated at one of 
the hundreds of cubicles in Infosys’ campus buildings, “why 
| can't think of moving to a different company, despite 


remain the largest source of technical talent, but 
there are areas where we need to cherry-pick global tal- 
ent," says Pai. Adds Priya Chetty Rajgopal, Vice 
President at search firm Stanton Chase: “Such broad- 
ening of the pool from where an organisation recruits 
leads to cultural diversity and is an asset to the 
organisation. It could also help prevent any kind of 
political backlash against outsourcing in general." 





Recipe for success: Underpromise and overdeliver is 
what appears to be the philosophy at Infosys 
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A company that cares: And that’s опе 


hanged job 


seated in centre) hasn't 


having spent eight years at Infosys.” 

In those eight years, Sunita has grown from being a 
software engineer to a senior project manager now, in charge 
of a team of 180 people. Needless to say, Sunita is one of those 
who have benefited from Infy's stock option plans, but she 
quickly clarifies, “That is not the reason why | have stayed. | 
like the open work culture environment. Everybody's career is 
clearly mapped and people are rewarded on the basis of 
merit. That's why | have not looked at a single outside job of- 
fer." Now you know why Infy tops our list. 


Glass Ceiling? 
There are, however, a couple of causes for concern at 
Infosys. “There is an invisible glass ceiling beyond 
which one cannot grow, except for the promoters," 
says a former employee who now works with a com- 
petitor. "While it is undoubtedly a great growth 
engine, it does not have professionalism." It's a sen- 
timent that Mohan Sekhar, Member of the Board and 
Chief Delivery Officer, iGATE Global Solutions, and 
who at one time headed Infy’s North American 
delivery, shares. “Given their growth of recent years 
and the changing HR landscape, they will probably face 
challenges in retaining key people,” says Sekhar. 
While Nilekani denies there's any invisible glass 
ceiling (see Infosys Is A Meritocracy), Ravichandar also 
says that Infy has to be careful. “It is critical that 
the employee stakeholder is never taken for granted 
and customised engagement plans are designed to 
ensure an inclusive work environment,” she says. 
Indeed, there was a year (2003) when Infosys 
did not make it to the top 10 of Br’s Best Companies 
to Work for survey because of industry flux and its 
own inability to meet employee expectations. The fol- 
lowing year, however, it came roaring back at #2 and 
has stayed at the #1 position since. Its dizzy growth 
and sterling stock are clearly one part of the rea- 
son. But as Chintamani ‘Buck” Devashish mentions 
right at the beginning of this story, there are several 
other ingredients that go into Infy’s secret sauce. Ш 
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MINDTREE 
CONSULTING 


Great internal 
communications and 

zero tolerance for dodgy 
personal practices 
combine to give MindTree 
a small company feel, 
despite its rapid growth. 


RAHUL SACHITANAND 


Hiding 





The Integrity Wave 


N JUNE THIS YEAR, MINDTREE CONSULTING, THE 
Bangalore- and New Jersey-based IT services 
company, took the unusual step of publishing All 
About Integrity, a small, hardbound booklet, 
which listed how (former) employees had breached the 
company’s non-negotiable policies on honesty and had 
been fired for their troubles. As it turned out, it 
wasn’t just junior employees fudging account state- 
ments or calling in sick when they really weren’t ill, but 
senior executives, such as an (unnamed and at one 
point best-paid) employee who reportedly over-billed 
the company for his cellphone expenses. The company 
fired 80 employees last year for faking their academic 
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achievements or work experience and was quick to 
publish that in this 15-page booklet. 

“We want to retain our small company soul even 
as we continue with our rapid growth; and clear 
and transparent communications is a key part of our 
strategy,” says Chairman and СЕО Ashok Soota. This 
means that over 2,000 MindTree Minds get copies of 
every piece of communication (quarterly results, 
press releases, analysts’ presentations and even top- 
secret SWOT analyses of the company). “We provide 
employees with this information and trust them not 
to misuse it,” he says. Soota and Subroto Bagchi, 
MindTree’s Coo, are themselves at the centre of this 





Let's talk: Soota interacts with every new batch of 
recruits, emphasising transparent communication 


communication initiative. The former addresses up to 
a dozen batches of fresh recruits every year. “These are 
things that I don’t miss,” Soota says. 

“Ashok (Soota), Subroto (Bagchi) and the founders 
remain accessible to all employees and are open to crit- 
icism and suggestions,” says Radha R., Vice President, 
Global Business Intelligence Practice. In the six years 
that she has been with the company, MindTree has 
grown from a small start-up into an established rr serv- 
ices outfit. “Гуе had dozens of job offers along the 
way, at, often, double my current salary, but MindTree 
feels like home," says Radha. The company's rapid 
growth, however, means that the top management can 
attend All Minds Meetings (as employee meetings are 
called) less frequently than before. 

А cornerstone of MindTree's operating philosophy 
is the C.L.A.S.S. (caring, learning, achieving, sharing and 
socially responsible) framework that every employee 
and vendor is expected to follow. *These are values 
that we expect not just MindTree Minds, but our 
vendors also to follow," says Soota. 
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> Revenues: Rs 448.8 crore (2005-06) 

>Profits: Not available 

> Total employees: 3,900 (India) 

> Attrition (per cent): 12 (2005-06) 

> Average career tenure: 4.5 years 

> Training budget (budgeted/actual): Not available /Rs 1.7 crore 


> Training man-hours (actual): 26,337 (Total learning person days) 





| : MindTree believes that 
the best way to retain people is by giving 
junior and mid-level managers more 
responsibilities and planning their career paths 
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Aside from building a close-knit community at 
MindTree, the top management has also made a con- 
scious effort to build second and third rungs of 
leadership and has given them autonomy to take 
independent decisions. *Project managers can take 
calls on margins; and we don't sack them for mak- 
ing the odd mistake... that's the only way they will 
learn," says Krishnakumar Natarajan, President and 
CEO, IT Services, MindTree. 

*Many of our employees get offers from larger 
Indian companies and MNCs, but we believe that it's 
our culture and the sense of being part of a growing, 
yet sensitive, organisation that keep people at 
MindTree,” Bagchi says. Interestingly, Soota, Bagchi 
and other seniors get few concessions for their sen- 
iority. For instance, the limited number of parking 
spaces at the company’s head office in Banashankari, 
a middle-class neighbourhood in south Bangalore, 
aren’t reserved for anyone, and late comers (re- 
gardless of rank) have to park on the street. 

Soota proudly points out that 39 of the 42 top 
managers MindTree started off with are still with the 
company and that, on average, employees stay with 
the company for nearly five years—a rarity in the 
industry. MindTree, incidentally, is one of the few 
Indian rr companies to offer a distinct technical 
career ladder to employees who want to focus on 
specific areas rather than get into the nitty gritty of 
managing teams, projects and business divisions. 
*A technical architect is a rare resource in the 
industry, since everyone wants people who can 
manage 300-person teams, rather than a technology 
specialist who works independently and has no 
one reporting to him. We believe there is a huge 
potential for these architects," says S. Janakiraman, 
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Soota, who left Wipro in 1999 to start MindTree, spoke to 


BT's Rahul Sachitanand on his people strategy. Excerpts: 


MindTree hired over 1,000 people last year and is rapidly 
growing out of its small company shell. How do you man- 
age to keep the feel of a small company going? 

For starters, communication holds the key to retaining a "small 
company feel". We have two or three philosophies here. One 
is that we want to be close to our people. We also have this 
whole variety of communication mechanisms, both indi- 
rect and direct, including Snap Shots, my mailer to all 
MindTree Minds. Fundamentally, we want to give more in- 
formation to our people than any other company does so that 
they know and understand everything that is happening 
around them. Another way of keeping the small company feel 
is to build inclusiveness into the company's culture. In the long 
term, we can be in just three-four locations. This will allow our 
top management to visit everyone at least once every quarter. 


Why is communication so important? 

| personally put in a lot of effort on this since it's a great way 
for me to interact with people as they join us. | meet every 
new batch of recruits. Never for a moment have | thought of 
changing this pattern. | speak to them in groups of 80-100 
as they come in, and end up doing 12 such sessions in a 
year. | find the interaction and the feedback very valuable. 


MindTree does a sizeable chunk of lateral hiring and often 
uses references of its own employees. Why? 

When MindTree Minds bring their friends, it's a great way of 
saying: "We are not only happy to work at MindTree, but 
happy to bring our friends here." You don't bring someone 
to a place you aren't comfortable about. And, they are our 
ambassadors, as they deal with our customers every day. 


How will you scale up these practices to keep pace with the 
rapid growth projected over the next 12-24 months? 
Our policies, practices and information sharing processes are 
common across the globe. Personal interactions and the use 
of web-based programmes to stay in touch with our people 
are key. For example, after we had our MindTree Minds Meet 
in July this year, we ran an exclusive programme for our em- 
ployees overseas so that they could tune in and didn't feel left 
out. We would like both our teams and customers to retain 
the closeness of MindTree... retaining and living by our val- 
ues. This will ensure that MindTree will become more than 
just a financial success. 
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President and CEO, R&D services, MindTree. 

Lateral hires (who constitute nearly half the 
recruitment at MindTree) have an Arboretum (lit- 
erally, a place where plants and trees are grown for 
scientific purposes; in this case, a learning centre) to 
imbibe the MindTree culture. “Given our rapid 
expansion, it is important for them to get used to our 
value systems fast,” says Bagchi. 

There are, however, areas of concern. Though 
MindTree may have shot up eight places on this 
year’s listing, there are issues it needs to address 
in order to remain a preferred employer. For 
one, headhunters, a key cog in the business, 
aren’t overly impressed with the company’s image 
and branding. “MindTree is just one of thousands 
of companies in a very competitive market. And 
with the likes of IBM and Infosys hiring by the 
thousands, it may get progressively difficult for it 
to find the best talent,” says Gautam Sinha, CEO, 
TVA Infotech, a Bangalore-based HR Consultancy 
that hires regularly for the company. Then, there 





A close-knit community: On an average, employees 
stay with the company for nearly five years 


is the (much-debated) issue of salaries, which, at 
the entry- and mid-career levels, remain way 
below industry blue chips such as IBM, HP or 
Infosys. “At the mid-management level, there is a 
critical shortage of people and despite the good 
intentions of the top management, salaries need 
to get better,” says Sinha. 

However, with an IPO in the pipeline and a new 
centre at Bhubaneswar, Orissa, also in the works, it 
looks like the good times will continue to roll. 
"We've done exceptionally to reach this level. The 
hard part will be to maintain it," admits Bagchi. ш 
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A DAY IN THE LIFE OF 


RADHA R./ 39 
VICE PRESIDENT AND 
HEAD, GLOBAL BUSINESS INTELLIGENCE PRACTICE 


Like most business heads, Radha К, ап IIM Bangalore 
alum and former sales hack at IBM India, arrives in office 
at 9 a.m. and without preamble proceeds to clear her laden 
e-mail inbox and set up meetings for what will turn out to 
be a packed Friday. As the head of the 350-person Data 
Warehousing and Business Intelligence Practice, she is 
responsible for expanding the business, generating new 
leads, taking existing customer engagements forward 
and, perhaps, most importantly; finding people to run proj- 
ects. Soon, she’s on the phone with customers on the US 
west coast, straightening out misconceptions and probing 
for opportunities for larger, more lucrative contracts. 
Radha's next assignment takes her in a completely different 
direction as she gets a tech update from three of her 
colleagues (hierarchy, this correspondent soon discov- 
ers, isn't something overly emphasised at MindTree) on 
RUBIC, a data warehousing framework being developed in- 
house. "As the head of this unit, it's imperative for me to 
understand both the technology and the operations side of 
my division," says Radha. 

She then dons her businesswoman avataar for her 
next meeting, butting heads with her colleagues on the 
progress and probability (varying between 60 per cent and 
90 per cent) of various deals. Colleagues say her apparently 
easygoing demeanour hides a fiercely competitive techie who 
takes nonsense from no one. "| am taking it easy today, 
since you guys are around," says Radha, pointing at this 
magazine's photographer. Radha, who quit the relative com- 
fort of a multinational job at IBM to join the then fledgling 
MindTree six years ago, has no regrets about her career 
choice. "MindTree has allowed me to experiment with a 
variety of job profiles and feels like home," she says. 


You get my point? Каа! 
MindTree and she has 
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Moving Into 
‘Sixth Orbit 





SATYAM 
COMPUTER 
SERVICES. 


Pe 


Leading the way: Satyam’s Raju (in the К: & 
forefront) with his future business leaders 


Having gained critical mass, Satyam is creating a 
workplace focussed on leadership and innovation. 


E. KUMAR SHARMA 


5 THE YOUNG HEAD OF HR AT SATYAM colours and chocolate wrappers in one corner of his 
Computer Services, Hari Thalapalli (simply workstation. That, he explains with a smile, is a return 
Hari to colleagues) is expected to wear gift from Aishani Mishra, the nine-year-old daughter ` 
multiple hats. But that still doesn’t explain of Lalatendu Mishra, Head of Delivery for Energy and 

why he should have a box of Camel Redimix water Utilities vertical. It was her way of thanking her father’s 
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employer for remembering her birthday. Till the 
earmarked corner on Hari's table doesn't run out of 
space, Mishra's water colours will continue to remind 
Hari and his team that, when it comes to bonding, 
every little gesture counts. *We need to address the 


SNAPSHOT 


v Revenues: Rs 4,634.31 crore (2005-06) 

> Net profit after tax: Rs 1,239.75 crore 

P Total employees: 30,000 

P Attrition (per cent): 19.1 (2005-06) 

» Average career tenure: 3.1 years 

> Training budget (budgeted/actual): Rs 139.03 crore/146.44 crore 
> Training man-hours (actual): 2,069,209 


important events in an associate’s (or Satyamite’s) life,” 
says Hari, pointing to the soft board in his cabin 
that features a list of people whose birthdays fall 
over the next 15 days. 

The exercise, however, is part of a larger plan at 
work. The top managers at Satyam (like elsewhere), 
explains Hari, not just have business responsibili- 
ties, but often must spend a lot of time away from 
their families. So, there’s a greater need to help with 
family bonding. A pilot project launched in June 
this year already ensures that for 130 Satyamites at and 
above the level of vice president, but now it is being 
rolled out to the next level, comprising 700 people 
(star performers across levels). Keeping track of 
everyone’s birthday and other special days may not be 
a cost-intensive exercise, but Satyam does seem intent 
on helping make a difference in the lives of its asso- 
ciates (read: employees). Last December, for in- 
stance, it launched a three-day global leadership pro- 
gramme for employees’ children in the age group of 
12 to 17. “It is not enough for us to be global leaders, 
it is important for us to nurture our children to be 
global leaders as well,” says Hari. In all, 60 children 
were brought together for this in Hyderabad (the pro- 
gramme is to be replicated at other centres), with the 
objective of helping them understand themselves. 
and demonstrating the power of decision-making 
and the importance of networking, 

Not surprisingly, then, Satyam’s internal score 
on its associate delight index is at 4.28 (on a scale of 
5) as against only 3.6 last year. The index is used to 
gauge how the employees feel about the organisation 
based on a variety of parameters, ranging from per- 
formance to communication and infrastructure, 
among others. Having a constant finger on the pulse 
of its workforce is important for any employer, but 
more so for Satyam, which, until recently, had to deal 
with an attrition rate of 19.1 per cent. (It includes a 
performance-based attrition of 3.6 per cent, so the real 
attrition is lower. Since Satyam was in the silent period 
ahead of its second quarter results, Hari declined to 
give specific numbers, but said that things were 
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improving.) The emphasis now, he says, is on 
offering job flexibility (which allows employees to 
choose the role they want to play), greater work-life 
balance, and fun at the workplace. The ultimate idea, 
Hari explains, is to shift the focus from teams to 
independent businesses, from managers and leaders 
to CFOs of own businesses, from growth to value, 
and from delegation to empowerment. 


Changing Trajectory 

From an organisational design perspective, the new 
initiatives are aimed at keeping Satyam, which today 
employs around 30,000, as nimble as a small firm. 
“It is built into our organisational design, which cre- 
ates a network of value-creating entities,” says 
Satyam’s Chairman B. Ramalinga Raju. What he is 
referring to in specific is a recent move that puts 
Satyamites literally in charge of 
small ‘companies’ within the bigger 
corporation. For instance, Satyam 
has carved out certain areas within 
the organisation and divided them 
into 1,500 small businesses with 
‘CEOS’ for each of them. And over 
the last one year, it has made it 
possible for the *CEOs' to generate 
monthly profit and loss (P&L) ac- 
counts for almost 1,000 of the 
1,500 businesses. The distinguish- 
ing feature of the new system is 
that employee incentives are now 
driven more by how their busi- 
nesses perform rather than by the 
organisation's performance on the 
whole. Says Vikram C himalgi, 32, 
'CEO' of one such business unit that 
caters to a major appliances player 
in the Us: *It is an end-to-end re- 
sponsibility. One is involved right 
from the estimate of the project 
to getting the right people to work 
on it, ensuring that it is executed in 
the most cost-effective manner and can result in prof- 
itability for the business." Earlier, Chimalgi says, his 
responsibility as a project manager would begin 
and end with the timely delivery of the product or 
service to the customer. 

Analysts who have tracked the company over the 
years do see it taking steps to “broaden employee 
pyramid" and “grow management depth”. A case in 
point could be the roping in of Edward S. Cohen, 
who in 1999 founded consulting firm Booz Allen 
Hamilton's Centre for Performance excellence. He 


is now heading the newly-founded Satyam School of 
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CHAIRMAN, Sh eit ШЕЙН SERVICES 
"Our Responsibility To 


The man who came to IT via textiles spoke to BT's E. Kumar 
Sharma on Satyam and its people challenges. Excerpts: 


What would you say has changed about Satyam over the 
last one year? 

Satyam has had an inflection point, as we have come of age 
and have a certain size (a billion dollar in revenues, with over 
30,000 employees and a greater global presence) and we 
now want to move to the next level, which we call the 6th 
Orbit. It is about leadership and innovation (the underlying 
point being that Satyam has tra- 
versed five orbits, with the last one 
centred around deepening knowl- 
edge in domain areas and strengths 
in providing integrated solutions). 


How has your own role and that of 
the senior management changed 
in dealing with the people issues? 
The responsibility of the senior as- 
sociates today is to grow leaders, fo- 
cus more on integration and getting 
involved in shaping the future of 
not just our organisation but also 
of our customers. A greater propor- 
tion of our time is now spent on 
leadership development. We need to 
ensure that we have the right eco- 
system for value creation. 


Attrition, at 19 per cent a year, 
must be an issue. How is Satyam 
dealing with it? 

We have seen a reversal in the trend 
and you must recognise that there is 
an element of performance-based (forced) attrition in this and 
if you normalise that number, then we are quite in tune with 
the trends in the industry. 


НҮХ апо 


Satyam has about 30,000 employees today. As the or- 
ganisation grows, how do you propose to ensure that the 
nimbleness of a small, promoter-driven company is retained? 
In a way, that is built into our organisational design, which 
creates a network of value-creating entities. The company 
has, for instance, carved out within the organisation 
1,500 small businesses with each having their own 
P&L (profit and loss) account. 
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training programmes for India Inc. as per the mentioned dates.* 


European School of Management, Paris 
Isaac Getz 

Managing employee Ideas for Performance 

New Delhi, Bangalore, Mumbai 


Columbia GSB 

Partha Mohanram 

Tipestment Finance 

М Delhi, Mumbai, Bangalore 


May 05 


Jun. 05 


University of Cambridge 

Mark de Rond Jul, 05 
Collaborating to Compete: Value Creation and Conflict Resolution 
New Delhi, Ahmedabad, Bangalore, Mumbai 


London School of Economics 

Tobias Kretschmer 

Strategic Thinking in the High-Tech Arena 

New Delhi, Ahmedabad, Bangalore, Mumbai 


Ang. 05 


University of Oxford 

Owen Darbishire 

Human Resources and Effective Management 
New Delhi, Hyderabad, Chennai, angalore 


London School of Economics 

Raymond Richardson 

Modern Hirman Resource Strategy 

New Delhi, Ahmedabad, Bangalore, Mumbai 


LSE 

Geoffrey Owen 

The impact of globalisation on industries and firms 
New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 

Ап Ginsberg Nou 05 
Corporate Entrepreneurship: Leveraging Innovation for Growth 
New Delhi, Mumbai, Bangalore, Ahmedabad. 


The Wharton School of the Univ. of Pennsylvania 
der Essegaier Dee. 05 
ing Strategies 
New Delhi, Bangalore, Chennai, Hyderabad 


Aug. 05 


Sep. 05 


Sep. 05 


Stanford University Graduate School of Business 


Rick Aubry Ре. 05 
Social Entrepreneurship 

New Delhi, Ahmedabad, Mumbai, Bangalore 

IMD 

Michael Yaziji Ре. 05 


Non Market Environment that can profoundly impact industries 
New Delhi, Chennai, Bangalore, Hyderabad 


YALE 

Ravi Dhar 

Branding 

Bangalore, Chennai 


Dee 05 


All the MDPs are jointly taken with a member of IIPM faculty & conducted by Planman Consulting 


IMD International 

Donald Marchand 

Reaping the Business Value of IT : Optincising Payback 
New Delhi, Hyderabad, Bangalore, Mumbai 


INSEAD 

Andre Laurent 

Managing Across Cultures 

Bangalore , Chennai, Hyderabad, New Delhi 


Jan. 06 


Feb, 06 


University of California 

Holly Schroth Mar. 06 
Negotiation and Conflict Resolution 

New Delhi, Bangalore, Hyderabad, Chennai 


INSEAD 

Amitava Chattopadhyay Apr. 06 
Customer Focus 

Bangalore, Chennai, Hyderabad, New Delhi 


Wharton 

Johannes Pennings 

Strategic Management of Innovation: overcoming inertia ; 
the adoption and implementation of an emerging 


technology 
Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Pietro Veronesi Jan’ 06 
Finance 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Phillip Afeche 

Operations Management 

Bangalore, Chennai, Hyderabad, New Delhi 


Stanford 

Prof. Wasim Azhar Aug. 06 
Managing Sales and Distribution Channels 

New Delhi, Hyderabad, Chennai, Bangalore 


Chicago GSB 

Prof. Uri Gneezy Ога. 06 
Negotiation 

New Delhi, Mumbai, Рапс, Ahmedabad 


Chicago GSB 

Prof. George Wu Non. 06 
Decision Making 

New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 

Prof, Zur Shapiro Der. 06 
Risk Taking and Managerial Decision Making (tentative) 

New Delhi, Mumbai, Ahmendabad 


May 06 


Jul. 06 





—AT THE MOST AFFORDABLE PRICES!!! 
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Other Internationally 
acclaimed Management 


Guru’s and experts who have 


taken sessions with 
IIPM students!! 


Stephen R. Covey - 

Success Guru 

Oct. ‘03 

= Zig Ziglar - 
Leadership and 
Motivation Guru 
March ‘04 





Philip Kotler - 
Marketing Guru 
Oct. ‘04 














Investment per participant for the above mentioned programmes : Rs. 10,000/- 
4 *Get in touch today with Chanda for more details and a more exhaustive list of MDPs at 


chanda.mehra@iipm.edu or training@planmanconsulting.com; www.iipm.edu; www.planmanconsulting.com 
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Rajeev Kobli - Columbia GSB 
Destructive Innovation 


Gita Gopinatb - Chicago University GSB 


Macro Econ. Planning 


Bbarat Anand - Harvard Business School 
Competitive Strategy 


Arindam Chaudhuri - 
Management Guru 
Leadership & Strategic 
Vision 


Tom Kirchmaier - LSE а. 


_ 
Bargaining & + К ° 
Negotiations | 


Akasb Deep - Harvard 
University 
Finance, Risk, Valuation: Global 
Perspectives 
Jan. 05 


Leigb Hafrey - MIT, 
Sloan School of Management 
Ethics & Leadership 


Feb. ‘05 


Joel Stern 
Originator of EVA 
Feb. 05 


Sunil Gupta - 
Columbia GSB 
Managing Customers 
as Investments 

Mar. ‘05 


Jack Canfield - 

Author of Chicken for the Soul and Peak 
Performance Guru 

June ‘05 


Jim Rogers - Finance Guru 
Feb. 06 


Clayton M. Christensen - 
Innovation Guru 
May ‘06 


John Philip Jones - 


Advertising Guru 
Ang. 06 


Gary Hamel - Strategy 
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FTER DROPPING HER TWO KIDS AT SCHOOL, 

Anupama Bugatha is at Satyam's 
Chennai office by 9 a.m. Straightaway, 
she ploughs through the 50-odd e-mails 
waiting for her in her in-box. That done, 
Bugatha gets on the phone to talk to her 
accounts department for some invoices 
that need to be raised. It's the beginning 
of the month and she is busy billing 
customers for the work done the previous 
month. Some of her colleagues from 
the onsite team are here today and she 


t 


goes into a quick meeting with them. It's 
an action-packed day, and Bugatha is 
having a good time. One reason why she 
joined Satyam via Sundaram-Clayton 
(two years) and TCS (six) was that, 
back in 1998, "it was a smaller organ- 
isation that was growing rapidly and 
one that would offer enough opportuni- 
ties for growth". And grow she has. 
From a project leader back then to an 
Assistant Vice President in the manu- 
facturing vertical, with 150 people re- 


porting to her. A computer science stu- 
dent, Bugatha now works more like a 
venture capitalist, responsible for mul- 
tiplying 'shareholder' wealth. As you 
must have guessed, she, as the 'VC', has 
five CEOs reporting to her. Their five 
units are among the 1,500 entities that 
are run like independent businesses 
with their own P&L accounts. But 
Bugatha wants to go farther. She is cur- 
rently pursuing an MBA programme 
sponsored by her employer. So, by half- 
past seven in the evening, she's walking 
out of the office door, but there may 
be a call or two to handle later in the 
evening. And going by her purposeful 
Strides, you can tell that she's eager to 
get back to work. 


Taking stock: Bugatha in a 


? with her project tean 


Leadership, which has Harvard Business School pro- 
fessor Krishna Palepu as its strategic advisor. 
Apparently, the thrust on leadership lower down 
the line comes from Raju himself. In all his recent 
meetings with the HR team, Raju has asked them to fo- 
cus on creating a more global outlook within the 
organisation. For instance, in their last meeting with 
Raju, a team member says, HR discussed issues on how 
to handle growth in China, in the new development 
centres in Central Europe and Asia Pacific. 
Importantly for Satyam, all its people initiatives 
seem to be making a difference. “I think the one 
thing we have achieved at Satyam now is making the 
entire set of people in the company aware of the 
business fundamentals. The focus has today shifted 
from a culture of manning a project to owning a 
project," says A.S. Murthy, Director and Senior vp 





Not yet end of the day: Here she 
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(Leadership Development Group). This is accom- 
plished partly by an in-house handbook called 
"SatyamWay', which forms the welcome kit for new 
employees and explains Satyam's business funda- 
mentals, and its aspirations and goals. The Leadership 
Development Group was created in April this year to 
give greater focus to leadership development. Murthy, 
who was earlier heading HR, was made its head and re- 
ports directly to Chairman Raju. 

Like Hari points out, “It is important to generate 
business leaders at a pace that matches the business 
growth (which is 30 per cent per annum)”. Globally, 
he says, the industry tends to have only 50 per cent of 
the business leaders it needs at any given point. 
Satyam’s attempts at creating 1,500 business leaders, 
then, seems like a good strategy. Retaining them 
will require an even better strategy. Ш 
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DR REDDY’S 
LABS 


.V. PRASAD’S SPARTAN CORNER ROOM AT DR 
Reddy’s headquarters in Hyderabad sports 
a new motivational sticker: In keeping 
with its message, it just says “Simplify”. For 
about a year now, Prasad has used that word as a 
mantra to steer his pharmaceuticals company out of 
the rough patch it first hit back in 2004, when fierce 


Building A 
Global 


As Dr Reddy's becomes more global, thanks 
to its recent acquisitions, its focus is on 
building matching structures and capabilities. 
E. KUMAR SHARMA 


NA 


price competition in the Us generics market led to Dr 
Reddy’s first-ever decline in sales and profits the fol- 
lowing year. For one, Prasad, 45, has cut down the 
number of meetings he attends. “I used to have 
around 15 quarterly review meetings and now these 
have been cut down to almost half,” says Prasad. 
Another thing he has stopped is to suffer elaborate 
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Keep it simple: The philosophy has come in extremely handy for Prasad (sitting, extreme right) 
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SNAPSHOT 

p Revenues: Rs 2,426 crore (2005-06) 

» Net profit: Rs 163 crore 

» Total employees: 6,810 (India); 8,453 (overall) 

p Attrition (per cent): 16 

Average career tenure: 5 years 

» Training budget (budgeted/actual): Rs 2.40 crore/Rs 2.60 crore 
> Training man-hours (actual): 207,120 (67 hours/person) 


power-point presentations. “It’s a waste of time, it’s 
better to discuss and sort out the issues,” he quips. 

As the Rs 2,426-crore company starts becoming 
more global (it has bought a few companies globally, 
including Germany’s betapharm for €480 million 
this year.), it is putting in a variety of initiatives to gear 
itself up for the new challenges and opportunities, 
“There cannot be a big bang initiative that can build 
a great organisation, it has to be a number of small ini- 
tiatives,” says Prasad. So, in some sense, Dr Reddy’s is 
creating a new global organisation brick by brick. 
Take, for instance, Prasad’s (and coo & MD, Satish 
Reddy’s) one-on-ones with high-potential employ- 
ees every Friday afternoon. The chat is rarely about 
company business or customers. Instead, Prasad and 
Reddy spend the one hour trying to sense employee as- 
pirations and identify career opportunities best aligned 
to the interests of both the employee and the company, 
"It helps me understand who they are, where they 
come from, and what doubts they have," says Prasad. 
“In that process, I am looking at what role he or she 
can play in the medium and long term." 

The complexities involved in managing a global 
business has meant that Dr Reddy's has had to think 
of ways to foolproof the most important aspect of 
strategy: execution. As a result, work processes are be- 
ing simplified and the organisation, debureaucra- 
tised. Close to 900 processes and procedures are cur- 
rently under review and by April next year, many of 
them would either be getting scrapped or grossly 
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simplified. And tr is the weapon Dr Reddy's is using 
in this fight against flab. It is spending an imp- 
ressive Rs 15 crore on an initiative called “my- 
DREEM" (for Dr Reddy's Execution Excellence 
Model), using mySAP Business Suite to wire up the or- 
ganisation. Once launched, it will enable end-to-end 
process support to human resource management, 
which in turn will improve operational efficiency, 
speed up processes, and lower execution risks across 
the organisation. Already, the 
company’s pan-India sales force 
has been integrated on an IT 
platform called DRLIntouch. 
This enables Dr Reddy’s 1,750- 
strong field force (comprising 
medical reps and their field 
managers) to view and operate 
a single, integrated platform 
for all their HR transactions. 
The pay-off: Increased service 
levels of all employee-related 
processes and a reduction in 
the turnaround time. 


Needed: New Capabilities 
Information technology apart, 
Dr Reddy’s has been investing in 
people. “We see HR as an investment and not as a 
cost,” informs Saumen Chakraborty, who till re- 
cently was the Head of HR, but is now the CFO and 
Head of rr and BPE (business process excellence). This 
is despite the fact that employee costs have been 
rising—from 6 per cent of sales in 2001 to 18 per 
cent in 2006. Chakraborty expects it to stabilise at 15 
per cent, which, he says, is in keeping with interna- 
tional trends. Once again, a reason why employee 
costs have risen is that Dr Reddy’s hasn’t just been ex- 
panding abroad, but also hiring senior executives from 
different parts of the world. “The kind of people that 
are joining us today come with a high pedigree and 
we are able to attract very good talent from various 
institutions across the world,” says Prasad. For in- 
stance, the company's head of API R&D in Hyderabad 
is a former professor of chemistry from Texas A&M 
University. Crispin Rivera, a Mexican, who was the 
Head of Process Engineering at the acquired Roche 
facility in Mexico, is moving to Hyderabad to head 
the company’s Centre of Excellence for Engineering 
to help build engineering excellence and improve the 
capabilities at all the chemical plants of Dr Reddy’s. 

The need for new capabilities has meant new 
ways of recognising and rewarding employee per- 
formance. Over the past 12 months, Dr Reddy’s has 
overhauled its variable pay plan, allowing top per- 
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G.V. Prasad spoke to BT's E. Kumar Sharma on Dr Reddy's 


How has globalisation influenced the com- 
г pany in its handling of people? What are the 
learnings from the recent acquisitions? 
. It has really helped us. | think we are learn- 
- ing a lot of different things from different 
cultures. From the German acquisition, we 
have leamt quite a bit about how to integrate 
social responsibility with business that makes 
Then, we have seen a very lean organisation 
in betapharm and, in fact, we are now ques- 
tioning our own ways of working, and are 
looking at how to improve it. In Mexico, we 
see engineering excellence. So, we have ac- 
tually got the engineering head to India to 
help us improve here. There is an enor- 
mous amount of learning across cultures. 


How is the employee profile changing in the company? 
The kind of people joining Dr Reddy's today come from a very 
high pedigree. There is very good talent joining in from in- 
stitutions across the world, adding to the vibrancy of the work 
environment. There are more women, for one, more young- 
sters and there is more global work profile. We are hiring tal- 
ent from US universities. We have had summer interns 
from Harvard and Duke. 


Same time two years ago, things looked very difficult for Dr 
Reddy's. Performance was suffering, employee morale 
| think there is more confidence now in the company. 
There is less doubt about our strategy. In the past, people 
would question whether we were doing the right thing by go- 
ing after generics. Now, they find it OK. There are fewer ques- 
tions now about strategy and more about execution. 


How has your engagement on the people issue changed in 
the one year or so? 

Now, | spend more time in hiring the right people and 
ensuring that there are right people in the right jobs. | 
know certain areas where talent is critical for the com- 
pany like R&D and business development. | have always 
been a fan of hiring good people, but now | am more involved 
in the kind of talent we need to hire. 
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T IS SO DIFFERENT NOW AND ONE MEETS PEOPLE FROM SUCH DIVERSE BACKGROUNDS,” 

remarks Nikhil Shah, sitting in his cabin on the first floor of Dr Reddy's corpo- 
rate office at Ameerpet in Hyderabad. It's easy to see what he means. Consider 
Shah himself. When he joined Dr Reddy's back in September 1999 as a man- 
agement trainee, he was the "only tie-sporting non-Telugu on the floor", he 
says, but today, there's greater diversity at the workplace. And, oh, Shah, hired 
initially for internal audit, is now an Associate Director, and the man who led the 
due diligence team for Dr Reddy's biggest acquisition yet (betapharm). "Dr 
Reddy's allows individuals to re-define rules of the game when it is in the larger 
interest of the company, and that is how it nurtures innovation and talent," says 
Shah, an MBA from Osmania University. 

Today, he's just returned from an overseas trip ("cannot tell you what the proj- 
ect was about," he says) and which is why he has arrived to the office closer to 
lunch time, against his usual time of 9:30 a.m. Other than special projects, Shah 
handles investor relations. That explains why Shah stays glued to the phone most 
of the time (he handles, on an average, 20 calls a day from analysts and investors). 
"It is quite strange (that | ended up where | am), as even back then Dr Reddy's was 
in a sense experimenting and looking for a generalist and not a hardcore accountant 
for the role (of internal auditor)," says Shah, who has bagged five promotions in 


Re-defining rules: Shah (t 


just six years. Talk about growth. 


formers to earn up to three times their variable pay 
component. “People can actually see the link between 
high impact creation and the rewards,” says Prabir Jha, 
Head, HR & Corporate Communications. “The system 
clearly differentiates between average performers and 
top-end performers.” Apparently, the new compen- 
sation plan has been well received by the employees. 

The rationale behind changing the compensation 
system, simplifying systems, and investing time and 
money on employees, says Reddy, is to develop “a new 
cadre of managers” by tapping talent both within 
and outside the company. Not surprisingly, then, the 
company has moved promising youngsters into posi- 
tions of responsibility. Amit Patel, until recently a 
junior member of the corporate development team in 
the us, has been made its head. Prasad’s former exec- 
utive assistant now works as an integration manager in 
Mexico, in charge of facilitating a smooth integration 
of the acquired Roche facility and its related businesses 
with Dr Reddy’s. Umang Vora used to be a middle 
manager in finance, but is now the head of Licensing 
and Business Development in India. 

Interestingly enough, Dr Reddy’s is also borrow- 
ing best practices from the companies it has acquired 
abroad. Betapharm, for instance, is a very lean orga- 
nisation and Dr Reddy’s is now trying to figure out 
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how to replicate that back in India. Like at betapharm, 
Dr Reddy’s is also keen to put women in leadership 
positions, but not at the cost of merit. “About 12 per 
cent of our workforce comprises women and we are 
trying our best to increase it all the time,” says Jha. 

Top-performing women executives are already get- 
ting equal opportunities to grow. Take Ritha 
Chandrachud, for instance. This 42-year-old has in the 
last one year moved from heading the oncology bus- 
iness in India to overseeing the entire oncology port- 
folio globally. In terms of designation, she has moved 
from general manager to vice president, and is part of 
the global strategy and marketing team for the “rest 
of the world” (which excludes the us and Europe). 
Chandrachud, who earlier worked with Fulford India 
(an affiliate of Schering-Plough), joined Dr Reddy’s in 
2003 despite having to move to Hyderabad without 
her husband, who works in Mumbai. So, why did the 
mother of two think the sacrifice was worth it? 
“Compared to a multinational, Dr Reddy’s, I thought, 
offered a lot more opportunity to grow," she says. 
Chandrachud couldn't have been more accurate. 

Clearly, the journey that Prasad and his team 
have embarked on will prove richly rewarding to 
those employees who rise to the challenge of creating 
an Indian multinational. ш 
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SAPIENT 


Sapient engenders 
loyalty by giving 
employees responsibility 
and freedom and by 
showing that it cares 

for their well-being. 


AMIT MUKHERJEE 


Броне 
Transparently 


N A THURSDAY AFTERNOON RECENTLY, A 

group of Sapient employees gathered for 

a meeting at the conference room on the 

seventh floor of its office at Cyber Greens, 

Gurgaon. Chocolate pastries, muffins, and cookies 

were laid out on the table. The purpose: to discuss the 

venue for a party planned that evening. A project had 

just been completed and client satisfaction had sur- 
passed expectations. Therefore, the celebrations. 

At Sapient India, the Indian arm of us-based busi- 

ness and technology consultancy firm, the people 
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focus is reflected in the company’s everyday work cul- 
ture. “Sapient is a purpose-, vision- and core value- 
driven organisation which facilitates the development 
of a person's full potential," says Soumya Banerjee, 
Managing Director, who joined the company 16 
years ago at the entry level. *We give our people an 
environment of freedom, flexibility and trust, and this 
is what engenders loyalty," he adds. 

*Our approach requires a high degree of cultural 
alignment across teams, and thrives on strong values 
shared by colleagues across the globe, transparency and 





a strong leadership," says Binoo Wadhwa, Director 
(People's Strategy), Sapient's nomenclature for the 


human resource (HR) function. *We give individuals 
lots of responsibility and freedom. This empowers 
them and provides them with both the opportunity 
and the platform to grow,” says Wadhwa. “The sys- 
tem allows you to give free reign to your latent pot- 
ential by bringing it out," says Sanjay Menon, who 
heads Sapient's European Business in India. 

The company emphasises the importance of 
teamwork and has a system of providing feedback at 
every stage. "We look at people's interests, what 
they are passionate about and then work out how we 
can utilise it to unlock their potential," says Banerjee. 

Designations hold little meaning at Sapient; 
Associates (one rank above trainees), who display 
potential and spunk, are often entrusted the role of 
Project Managers. Says Sandeep Mahal, a Senior 
Associate: “I felt I could handle the role of a project 
manager, rather than just being a creative designer, 
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VIVAN MEHRA 


SNAPSHOT 


> Revenues*: $319.5 million or Rs 1,437 crore (2005) 
р Profits*: $25.7 million or Rs 115 crore 

> Total employees: 2,000 

> Attrition (per cent): 18 per cent 

> Average career tenure: 2.69 years 

> Training budget (budgeted/actual): N.A./ Rs 2.39 crore 

> Training man-hours (actual): 127,039 


*Global figures 
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and the company helped me realise my goal." This 
also helps Sapient identify future leaders. 

The filtering process, in fact, starts at the rec- 
ruitment stage itself. *More than just domain skills, 
we assess whether candidates possess the values 
that are core to Sapient and whether this is exhibited 
in their behaviour,” says Banerjee. The process of int- 
egrating new recruits into Sapient also starts at this 
stage. Once selected—and before they officially 
come on board—candidates are given an overview 
of the company’s businesses, and, in a nice human 
touch, return home to find a bouquet of flowers 
from their new—or rather, soon-to-be—employer 
waiting for them. “This not only helps keep prospec- 





Bonding with colleagues: There's work, no doubt, but 
employees also take time out to catch up on other things 


tive employees well-informed, they also feel involved 
with the company from Day Zero. Once they join, 
employees have to undergo an induction programme 
that gives them an understanding of Sapient’s culture 
and their role within the organisation,” says 
Wadhwa. “Following the induction process, new rec- 
ruits are assigned a coach or a career manager, 
who are, typically, top or senior managers. The 
role of these mentors is to help them define career 
goals and chalk out a viable growth path,” he adds. 
The company has around 80 coaches in India. 
Sapient also employs a 360-degree perform- 
ance appraisal system. Employees are rated not 
only by their superiors, but also by their peers and 
even subordinates. This cuts out, or at any rate 
minimises, the possibility of bias or favouritism 
creeping into the process. Result: an amazingly 
robust HR architecture. “And promotions can happen 
anytime, even in six months, depending on 
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The man, who joined at the entry level 16 years ago and rose 
to the top, spoke to BT's Amit Mukherjee. Excerpts: 


What makes Sapient one of the most sought after employers? 
Sapient is a purpose- and value-driven organisation where 
everyone is empowered to take decisions in line with our 
culture. We provide a unique environment of freedom, 
flexibility and trust that allows an individual's potential to 
flower; this results in tremendous growth opportunities. 
Such a culture, naturally, appeals to everyone. 


What exactly do you mean by Sapient "culture"? 

The entire culture is rooted in our overall strategic objec- 
tive and determines the work environment and prescribes 
the way we interact with our clients, partners, and each 
other. It ensures a high degree of alignment and cohe- 
siveness across and among teams, fosters the best global 
business ethics and values, emphasises transparency and 
respect for each other and brings out the latent leadership 
capabilities of our colleagues. The culture enables our 
people to be innovative, develop fulfilling careers and be 
incredibly effective with their clients. 


How do you choose your people? 

In line with our culture, we look out for candidates who have 
the potential to be successful. A person may not possess the 
exact skills that are required for a particular assignment but 
we try and figure out if he/she has the aptitude, attributes and 
ability to pick up the skills and grow on the job. We also look 
at a person's core values to ensure a cultural fit. 


Does a 360-degree appraisal really help? 

Individuals are evaluated not only by their superiors, but also 
by their colleagues and subordinates. They are also expected 
to evalute themselves during the 360-degree process; 
this gives them a great sense of responsibility and emp- 
owerment which gets reflected in their output. 


GET COLOUR THAT'S 
__ AS AFFORDABLE AS 
à BLACK AND WHITE. 


(AND AS FAST, TOO.) 


Why buy yet another mono copier, when you can get 
multifunction mono and colour output for so much less? 





The HP Color LaserJet 4730mfp boasts a hardware acquisition cost that's up to 40% less than most 
colour copiers. And it produces laser-crisp B&W output at the same price as a traditional B&W 
copier. And with speedy printing at 30 ppm in mono or colour, you needn't worry about 
sacrificing speed either. Of course, its cost-saving advantages don't stop there. With new HP Color 
Access Controls, you can instantly enable, define, lock out, and monitor colour usage. Best of oll, 
the HP ValuePage Program offers a monitored click contract and page-count tracking so you only 
pay for what you use. All these, together with HP's renowned Laserjet reliability - you'll agree that 
now you can get the best of both worlds. 
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HE CLOCKS INTO OFFICE AT 9.30 A.M. EVERY DAY AND IMM- 

ediately delves into her e-mail inbox. There are queries from 
colleagues within the office as well as from far-flung project sites 
across the globe. It takes about half an hour for her to deal with 
all of them. Thereafter, it's one meeting after another as she 
updates herself on the status of various projects. On the 
Friday when BT meets her, she has called a meeting at the 
company's boardroom at 11.30 a.m. A client in The 
Netherlands wanted an issue clarified ASAP, and Basu wants 
immediate answers from the seven-member team working on 
it. Over the next 45 minutes, she engages in a highly techni- 
cal discussion, interspersed with PowerPoint presentations pro- 
jected on a whiteboard, till a solution emerges. She looks rel- 
ieved as she rushes back to her workstation after making a call 
to the client around 1:30 p.m. "Yes, it was a troubleshooting 
session, but it's over!" she says. 

Basu has been with Sapient for two years and plays a lead 
role in the delivery function at the company. "The job involves 
project design and management, quality control and most imp- 
ortantly, ensuring that the team is happy and motivated," she 
says. "At times, it can get quite demanding and stressful 
but the flexibility and freedom | get makes it satisfying,” she 
adds. Basu sometimes works out of home when personal com- 
mitments (such as her three-year-old daughter Rianna) demand. 
“We get excellent logistics support and so, can operate from 


performance,” says Wadhwa. 

Further, the company takes pains to project itself as 
a caring organisation. Soon after his marriage in 2004, 
Menon was on an assignment in the UK, which had to 
be extended by a number of days. “I was really surprised 
when my boss called to say I should ask my wife to join 
me there at company expense,” he says. “The company 
helps us strike a balance between our professional and 
personal lives,” adds Ritika Basu, Programme Manager 
at Sapient. 

It also has a good reward system in place. Every 
quarter, the company nominates individuals who have 
excelled in one or more roles. The names of the winners 
and the nominees are prominently displayed in the 
office corridors. Besides this, the company uses stock 
options to reward employees. “The highest reward is a 
trip to the Bahamas with your family,” says Rakesh 
Krishna, Senior Associate (Technology). “I think such 
awards are a great motivating factor.” 

Despite its people-friendly practices and the high 
praise heaped on it by employees, Sapient has a global 


118 BUSINESS TODAY NOVEMBER $ 2006 





SAPTARSHI BISWAS 


It's one meeting after another: Ye 


almost anywhere,” she explains. “Sometimes | start working 
after my daughter goes to bed after 10:30 p.m.,” she laughs 
over a sandwich and coffee at a much-delayed lunch. It's more 
of the same through rest of the day—back-to-back meetings 
to check the status of various projects, interacting with clients 
and, quite often, troubleshooting. Though she prefers and enc- 
ourages her teams to leave office early, her work sometimes 
stretches on till late night, and she also often works from home. 
“But | feel attached to the company, despite the long hours, 
because of its operational transparency,” she signs off as 
she heads for her car. 


attrition rate of about 18 per cent; the Indian figure is 
even higher (the company declined to share the exact fig- 
ure except to say it is lower than the industry average of 
30 per cent). But there are reasons for the company to 
be worried. This year’s figure marks an increase over last 
year’s attrition rate of 15.4 per cent. Industry sources say 
that despite good HR policies, many companies are 
losing people because they are being offered better 
pay packages elsewhere. “We always talk to people who 
plan to quit and in many cases, manage to work out a 
win-win solution,” says Menon, who encounters such 
problems within his team every once in a while. 
Headhunters are also quite positive about Sapient. 
“It is perceived as one of the more stable organisa- 
tions with positive growth prospects,” says Arun 
Dasmahapatra, Managing Partner, Heidrick & Struggles, 
an executive search firm. This ensures a steady pipeline 
of talented recruits. But for the company to hold on to 
its position as a preferred employer, it will have to 
continue tweaking its HR policies to counter stiff com- 
petition for talent from its bigger rivals,” he adds. Ш 
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TECHNOLOGIES 


Fun On 
The Run li 


At Agilent Technologies, 
ОПЫТ. feedback— 
and loads of fun—are 

a way of life. 


PALLAVI SRIVASTAVA 


ATER-COOLER GOSSIP, VACANT WORK 
stations, a boss who's never in his off- 
ice...so that's what it takes to be one of 
The Best Companies To Work For In 
India, you mutter under your breath after spending a 
few minutes in Agilent Technologies’ four-storeyed 
corporate office in Gurgaon. It's true: Enter the 
building, and you stumble into people (presumably 
employees) either lolling around or huddled together 
in a chinwag. The 9-5 cycle has peaked, yet there are 
plenty of unoccupied cubicles. Walk up to the Country 
Manager's corner room—and he isn’t there. “He’s 
never at his seat," grumbles the good Secretary. 

So what's going on? Plenty in fact, which is what 
you realise soon enough. If there are many seats lying 
empty, it's only because employees at Agilent have the 
option of working out of home. If Country Manager 
Venkatesh Valluri, aka 'Venky', can't be found by 
Madhu Loyal, his Secretary, that's because he's on his 
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: At Agilent, you can have your 
cake and eat it too... it's all work and all 
play for the employees 





e 


ta 
و کا‎ ar. rs » wa 





daily office excursion; it usually begins from the 
basement (where the canteen’s located), moves on to 
the terrace (the ubiquitous smoking zone), and further 
on to the adjacent building that houses the research & 
development division. “I like to move around, and 
catch people at their desks, instead of talking on the 
phone within the office. It is more fun to meet people 
personally,” says Venky. Nobody seems to mind, 
except perhaps Secretary Loyal. “He leaves his cell- 
phone in his cabin, so I have to look for him all 
over the floors,” she moans. 

It's all done in good humour, of course. For a 
company that’s into a fairly solemn kind of business 
—it makes testing instruments for electronics, 
communications, chemical analysis and life sci- 
ences—the air at Agilent isn't that heavy. At the 
time of writing, Venky is preparing for the Hutch 
Delhi Marathon by running 11 km daily in 
Gurgaon's Leisure Valley Park. “These days I am 
trying to convince my staff to participate in the 
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SNAPSHOT 


> Revenues: Rs 500 crore approx. (2005-06) 
> Profits: Not available 

> Total employees: 1,300 (India) 

> Attrition (per cent): 15 (2005-06) 

> Average career tenure: 3.07 years 


> Training budget (budgeted/actual) 
Rs 6.9 crore/ Rs 6.7 crore 


> Training man-hours (actual) 
140,400 
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marathon, and already there is a team of 30 people 
in place,” says a proud Venky. “Every day there are 
some more people joining me from office, so we 
might even top 30,” he adds with glee. 

If that sounds too cool for a company you'd 
mally associate with esoteric test software and 
equipment, it just keeps getting better. Zacharias 
Cherian, aka Zach, apart from heading Agilent's 
Learning and Development portfolio, is also busy 
practising drums with the rest of the ‘Agilent Rock 
Band’ for the ‘Family Day’. “I play the drums, 
though I am equally comfortable with guitar, and 
though Saturdays are off, we jam every Saturday in 
the office gym,” grins Zach. Then there’s the Sports 
Club (in addition to the Performing Arts Club, the 
Trekkers Club, the Golf Club and the Adventure 
Club!), which practises every Saturday. “The cricket 
season is coming up. We just defeated mM Daksh in 
a friendly match and we are going to be busy till 
March now," says Siddharth Chopra, Supervisor 


nor 









(Accounts Payable), and also the captain of 
Agilent's cricket team. Also *busy" in October is 
Parmeet Ahuja, Director (Accounting Services), 
Global Financial Services. “It’s not the year clos- 
ing that I am looking forward to,” he grins, “but 
the Family Day and the Diwali Party. The core 
team had gone to Ananda for a couple of days ear- 
lier this year and we are planning another such trip 
before the year ends," he adds for good measure. 

Venky isn't exactly the type to frown at such 
apparent frivolity. The Country Manager flits bet- 
ween Gurgaon and Bangalore when in India, 
which is every alternate month. He tries to spend 
an entire week of a month—or at least every 
weekend—in the garden city, where his family is 
settled. “А strict vegetarian, Venky ends up hav- 
ing lunch and dinner in office; he makes us all eat 
with him, just to give him company, so you can 
say we wine and dine together," quips Ahuja, as 
they sit together for lunch in the office canteen. 
* Apart from running together", pipes in Deepak, 
one of the participants in the marathon. During 
lunch, one of the jokes is at the boss’ expense, as 
all at the table guffaw about Venky's dance 
moves when he performed to the tunes of Kajrare 
and Bunty & Babli at the ‘Talent Day’ held last 
month. Almost everyone in the Gurgaon office 
took part in the day-long programme. "Everyone 
was given a coffee mug with the individual's 
performing picture on it; it's now displayed 
proudly on every desk I check out. Even Venky 
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360-degree evaluation is plenty of fun. Excerpts: 


What is Agilent's leadership philosophy? 

It is all about transformational leadership. Leadership that 
drives, a culture and a value system that fosters an energetic, 
motivational & innovative environment succeed in building 
sustainable organisations. Leaders who walk the talk and 
base decisions on experiential learnings with a strong fore- 
sight make a big difference. 


What role does HR play in the company's vision? 

The TEL factor—Technology, employees, leadership—works 
here. Technology, inspired leadership and motivating emp- 
loyees are the guiding principles here. The HR cost as a per- 
centage of total revenues is 0.10 per cent here, which itself 
denotes the kind of investment we put in our employees. 


What are Agilent's expansion plans? 

India and China are the big focus areas and we are looking at 
an investment of nearly $30 million (Rs 138 crore) within the 
next two years in India alone. We are looking at expanding off- 
ices in Hyderabad, Mumbai, Chennai and Bangalore, apart 
from a ‘state-of-the-art’ facility in Gurgaon. Revenues from India 
stand at Rs 500 crore currently and we plan to double them 
in three years. On an average, with 40 recruitments every 
month, we will cross the 2,000 mark within two years easily. 


How do you create employee loyalty? 

We are a niche company with value as the driving force. We 
don't offer the moon (with average annual increments of 12 
per cent) but still our attrition rate is 15 per cent compared 
to the industry rate of 25 per cent. The work culture we have 
is so different that most of the employees who leave want to 
join back and they do too since we don't have a policy against 
them. We spend a lot of time and effort on working on the 
new employees. They even have a ‘buddy’ assigned to 
them who hand-holds them for the initial period. Instead of 
luring the employees with monetary benefits, we work on 
‘emotional attachment’. 


Any new areas that you are looking at, apart from life sci- 
ences, communications, chemical analysis and electronics? 
Nano-technology. Agilent provides an extensive variety of 
instrumentation to assist in the evaluation and characterisation 
of nano-devices and we are planning to start a dedicated unit 
in India too. Genomics is another niche area that interests us. 


If itcan be moved, it will reach. 
That'sthe promise we are determined to keep. 


We are Patel Integrated Logistics Ltd., the one-stop 
solution provider for all your logistics needs under 
one roof. 


Passion fuels our drive to honour commitments. 
So we pull out all stops to deliver on time, 
sometimes even earlier. 
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has one in a Kajrare pose,” says Jayantika 
Dave, Director (HR), who jived with him 
on the stage. 

Along with the fun and games, Agilent 
must be doing something more that's right 
on the human resources front. After all, 
the attrition rate has plunged from 25 
per cent two years ago to 15 per cent 
today. And 35 per cent of the new hires 
are referrals by existing employees. Well- 
defined performance management sys- 
tems—like My Accountability & 
Performance Standards (MAPS)—360- 
degree evaluation, learning modules for 
future managers, leadership succession 
practices across the company and the like 
are all par for the course at Agilent. What 






















It’s all about team bonding: Th 
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makes it tick can be summed up in two 
words: Commitment (of employees) and 
feedback (of the boss). For instance, one 
manager travelled from Bangalore to Delhi 
for a two-day client meeting with a frac- 
tured leg. Madhu R. Nair, Head (Strategic 
Accounts), recalls the time he worked late 
for an entire week on a deal, which he and 
his team eventually struck. “Му boss called 
up my wife to praise me. And the entire 
team was told to go out for the evening," 
reminisces Madhu. The bill, needless to 
say, was sent to Venky. m 





HOUGH DIPTI MANAGES TO REACH OFFICE BY 10 EVERY MORNING, THESE 

days she gets delayed as she is running 8 km daily to be in 

shape for the Hutch Delhi Marathon. So, once in office, 
she starts her day by socialising with her office pals, like a true Agilent 
worker. “I look forward to coming to the office daily, even though | 
have the option to work from home." Until last fortnight, Dipti was 
in the United States, where she was one of the four participants from 
Agilent's Indian offices to attend the ‘Global Leadership Forum;' the 
forum is held for managers with potential to join the ranks of the int- 
egrating manager (the next level). This CA, who joined Agilent 
two years ago as a Supervisor (International Corporate Accounts), 
has moved on to become Global Process Manager (Cash Accounts, 
Treasury Accounts and International Corporate Accounts). 

Work constitutes resolving issues such as transition of activities, 
System enhancements, and System project upgradations. While 
there are daily meetings with the team, peer and her boss, Parmeet, 
there are calls from her overseas customers as well: and also from sub- 
ordinates from international offices. Dipti's day at office usually ends 
by 7-8 p.m. but that doesn't necessarily mean the work ends there. 
"There are times when | get international calls in the middle of the 
night." The rock climber, wine-taster and mother of a four-and-a-half 
year-old works out regularly, and these days she is busy planning a trip 
for her entire team to Chaukidhani (Jaipur) in November. "My entire 
team went to Rishikesh in February and it is about time we had another 
one.” On weekends, Dipti is either busy tasting wine (her latest 
hobby) or playing squash, tennis or golf with her office pals. Rock-climb- 
ing is another passion of this 33-year-old and during lunch breaks you 
may just catch her attempting to convince her colleagues to join in. 


The smile says it all: Dipt 








iving By 
Its Credo 


J&J's mission statement 
places the interests of its 
employees above those of 
its shareholders. No wonder 
people don't want to leave. 
SHIVANI LATH 


IKAS SHIRODKAR'S DAUGHTER TAKES DANCE 
lessons every Saturday at a school just beh- 
ind the Johnson& Johnson (J&J) office in 
south Mumbai's Tardeo. Instead of drop- 
ping her to class, going back home and then returning 
to pick her up, Shirodkar, J&J's Vice President (HR & 
Administration), decided to spend the hour in his off- 
ice, checking e-mails and finishing some work. This 
happened three Saturdays in a row. On the Monday 
that followed, he got a call from the company's 
Managing Director, Narendra Ambwani, asking if 
all was well. Shirodkar didn't quite understand the rea- 
son for the question till his boss revealed that he 
had seen the register at the entrance and found that 
Shirodkar had been coming into office Saturday after 
Saturday. Was he overburdened and did he need 
additional staff? the MD wanted to know. 
For Shirodkar, it was a touching moment. Not sur- 
prisingly, in the seven years he has been with the 
company, in the same role and designation, he has 
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SNAPSHOT 


> Revenues: Not available 

v Profits: Not available 

> Total employees: 537 

» Attrition (per cent): 6 (2005) 

> Average career tenure: 19 years 


> Training budget (budgeted/actual): Rs 52 lakh/ Rs 52 lakh (2005) 


> Training man-hours (actual): 15,000 


never had a reason to look for another job. 

Ditto for most other employees in the company. 
The average tenure of employees here is an eye- 
popping 15 years—quite an achievement in times 
when job-hopping is the norm. And the credit for this, 





says Shirodkar, goes to the company's Credo, a doc- 
ument which defines the way it functions, its res- 
ponsibilities to, first, the consumer, then its emp- 
loyees, then the environment and society and finally, 
its shareholders. 


A humane employer: Freedom is the 
buzzword for Ambwani (foreground) 





The fact that this isn’t just a value statement 
(“Even Enron might have had one.” quips Shirodkar), 
but a working document based on trust. respect and 


fairness is evident from Ambwani’s conversation 
with Shirodkar. At induction sessions, held for every 
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new batch of recruits, the top management spends 
a whole day explaining the company's value system 
to the newcomers, with examples of cases. “Instilling 
these values of fairness, trust and respect in its emp- 
loyees is as much a priority for the J&J management 
as mapping the strategic direction and roadmap 
for the company. People find it strange that a com- 
pany’s philosophy can be so similar to basic human 
values,” says Shirodkar, adding that it is also the rea- 
son why employees find it easy to work ind- 
ependently and take quick decisions. “If you are 
asked to do what you believe is right, and you 
know the company will back you, where's the ques- 
tion of asking anyone for permission?" he asks. 

That is one thing Riddhi Parikh, Assistant 
Manager (Human Resources), learnt quickly from 
her boss. *When I joined nine months back, I used 
to keep asking him what he would do in particular 
situations where I had to take a decision on an 
employee. He would just remind me of the Credo 
and the company's responsibility towards its emp- 
loyees," she says. Translated into actionable advice, 
that meant she could decide on sanctioning an 
employee's travel allowance, or relocation expenses, 
without the risk of annoying her bosses. 

Freedom to do what they think is right is what 
makes this organisation and its employees tick. It's 
no magic formula or rocket science, says Ambwani. 
“I have to only think of what I would like as an emp- 
loyee— like to be free; I like the power to take dec- 
isions; I thrive on responsibility and opportunity to 
learn—and as long as I give my people the same 
things, they should be happy," he says. 





J&J employees: They thrive on responsibility and the 
opportunity to learn 
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INTERVIEW/ NARENDRA AMBWANL 
MANAGING DIRECTOR, JOHNSON&JOHNSON 
“Our Emp ayena йым Б 
They Own 


The CEO of J&J spoke to BT's Shivani Lath about its 
much-lauded HR policies. Excerpts: 


Why do you focus so much on employees? 

You can have vision but you cannot execute it without the 
right people. Ten years ago, when | took over as MD, | wrote 
down the board of management's accountability rules—strate- 
gic direction, work environment, people, teamwork and 
communication. Four of them are people-related. 


Is the same culture maintained across J&J globally? 

J&J focusses on the consumer, its employees, the environ- 
ment, society and finally, its shareholders. We believe that 
if you take care of the consumer, employees and environment, 
you take care of the shareholder as well. 


How do you maintain an open environment? 

We encourage people to talk and challenge the management. 
We even open our strategic plan document for debate and 
change or correct our direction based on these inputs. 


The average tenure of employees at J&J is 15 years. How 
do you manage that at a time people are switching jobs 
almost every year. 

We make them feel the company belongs to them. It's 
the basic philosophy of decentralisation and empower- 
ment that contributes to their growth and commitment. 


As one of the longest-serving employees at J&J, what 
would you say is the essence of the company? 

As recently as March, | attended a programme on the skin 
care and beauty business, which | had no knowledge 
about. Prior to that, | trained on how to assess a company 
on processes, became a process examiner and went to 
the UK to do an examination of a J&J company there. So, 
there are opportunities to learn continuously. 
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J&J is also a very humane employer. This is 
evident from numerous incidents and decisions 
that it has taken over the last 60 years—be it while 
relocating some of its Mulund plant employees to 
Himachal (giving them perks unheard of in the 
company before then), tackling the baby oil case 
against it (where it refused to be drawn into a 
mud-slinging match with a rival), divesting the 
Permacell business (when 250 employees had to be 
hand-held to work under a new employer). 

J&J was also one of the first companies to con- 
solidate its allowance system in the mid-80s. ^We rea- 
lised the fallacy of this system—because the basic pay 
was so low (generous allowances made up the bulk of 
the salary), staff who retired from the company after, 
say, 20 years of service got a pittance as retirement 
benefits—and decided to end the entire allowance sys- 
tem. Today, all employees get a basic salary and an 
HRA in their salary slips," says Ambwani. 

A caring employer aside, what keeps people 
motivated at J&] is the fact that they are allowed 
to move across functional boundaries, take up 
international assignments (within the J&J fold) 
and constantly reinvent themselves by learning 
new skills. *We never hold back people's chances 
of moving to new locations (within the J&J fold 
worldwide), though this sometimes leads to work 
in India suffering as a result," he says. 

In fact, the last five years have seen about 35 
people from India move to various locations in 
South East Asia. Only last week, the Managing 
Director of J&J Indonesia called, asking if the India 
Marketing Manager for baby products could be 
transferred to his unit. There was more—he said 
he wanted the person by November. “It’s going to be 
tough for us; and we will definitely feel his absence 
for a couple of months at least (till a replacement is 
found)," admits Ambwani. But that has not stopped 
him from clearing the transfer. “At no cost should my 
people miss an opportunity like this," he adds. 

Jitendra Gupta of Niche Consulting Group, 
which has been hiring people for J&J for the last 
13 years, says the company enjoys a very positive per- 
ception among prospective employees. "People are 
always willing to explore the opportunity when you 
say there is an opening at J&J,” he says. 

But if there's one thing Ambwani would like to 
change at J&J, it is its appetite for risks. “As a corpo- 
ration, we are very strong financially; that is our 
strength. On the flip side, it tends to make us risk- 
averse. We should become risk takers," he says. What 
else can employees ask for? one wonders! Little won- 
der then, that employees don't want to leave. 8 
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A DAY IN THE LIFE OF 


ELKANA EZEKIEL/ 42 
VICE PRESIDENT (MARKETING), JOHNSONBJOHNSON 


UESDAY IS LIKE MOST DAYS (WHEN HE IS NOT TRAVELLING). 

Ezekiel logs into office at 9.30 a.m. and immediately gets 
into his routine—a series of back-to-back meetings with mar- 
keting managers and product managers. On the agenda are 
strategic planning discussions and stiffer sales targets. 
Ezekiel comes across as an unassuming person, but this J&J 
veteran is a pro at his job. He is, after all, the guy responsible 
for turning around J&J's sanitary protection business after 
Procter and Gamble rolled it out of the market between 1989 
and 1995. Today, J&J's sanitary protection business has a 
57 per cent market share in India. 

The meetings сапу on till 1 p.m. “1 like to finish my work 
quickly, so ! avoid e-mailing my local colleagues. Phone calls 
and face-to-face meetings are the best ways to get work done 
fast," he says. Following the meetings, he gets busy with 
phone calls to and from his counterparts at other J&J units 
across the globe, sharing his plans with them, and receiv- 
ing feedback on the same. “I also keep in touch with them 
over e-mail," he says. 

It's now 1.30 p.m. and time for lunch. Ezekiel usually 
goes home for lunch, which is just a stone's throw from the 
J&J office in south Mumbai's Tardeo, but today, he's doing 
lunch with his team. 

His routine after lunch includes more meetings and dis- 
cussions with his team. He calls it a day at 6.30 p.m. and 
heads home. Ezekiel switched five jobs in seven years after 
completing his MBA from XLRI, Jamshedpur, in 1987, bef- 
ore joining J&J 12 years ago. He is candid and admits that 
his work has its share of pressures but not of the kind that 
“bums me out or drives me to the ground". 
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COVANSYS 


Oodles of fun: Covansians dressed 
up to the spirit of Indian states for 
the Ethnic Day celebrations 





A Fun Place 
o Work In 


This is one company that takes the idea of play very 
seriously, but still manages to meet targets with ease. 


NITYA VARADARAJAN 


N FRIDAY, OCTOBER 6, THE COVANSYS 

campus was transformed overnight. It was 

Ethnic Day and at 10 pm the previous 

night, Covansians had started working on 
transforming their respective departments to the 
theme of an Indian state or a client country. The 
best department had a prize waiting. But choc "sing to 
get into the “spirit of the thing” was purely optional. 
“We decided to take part in the contest only at 5 
pm yesterday,” says Vijay Devarajan, a team leader at 
the company. Team members worked late to convert 
their unit into *Kerala"; a beautiful Kathakali 


NOVEMBER * 


figurehead in rangoli welcomed visitors in the HR 
department. There was also a big handcrafted boat, a 
toddy stall (there was no toddy, though) and a tea stall 
mimicking the original ones. Other departments had 
“created” Andhra Pradesh, Tamil Nadu and even 
Japan. And surprise—every Covansian across the 
campus participated. People even took turns to finish 
work for colleagues tied up with the event. Result: 
work did not suffer; deadlines were met; yet, every- 
one had loads of fun. 

Says Rahul Shah, Head of Financial Planning, 
who joined Covansys from a top-tier IT company: 





"We had our own fashion shows and other func- 
tions at my earlier workplace on a much grander 
scale, but the personal touch was missing." 
Covansys India President and СЕО 
K. Subrahmaniam says: *We believe in taking a 
holistic approach to developing the personalities 
of Covansians." 

The emphasis on having fun at work, which 
Business Today wrote about last year, has now 
become more encompassing. This year, Founder 
Chairman Raj Vattikutti has articulated a “Culture for 
Growth” theme, where every employee is free to 
involve himself in every aspect of the company for his 
own and the company’s benefit. So, while fun and 
games provide a nice balance to work, employees are 
now empowered to do many more things than in the 
past. “They are free to take decisions that benefit cus- 
tomers and, therefore, the company; they are free to 
suggest best practices to be followed; and they are 
also free to decide their own personal performance 
contract according to their competencies and work 
content,” explains B. Subramaniam, a Project 
Director at the company. 


SNAPSHOT 


v Revenues: $435 million or Rs 2,001 crore (2005-06) 
>Profits: $37.5 million or Rs 172.5 crore 

» Total employees: 5,713 

> Attrition (per cent): 18.81 

> Average career tenure: 4.9 years 


> Training budget (budgeted/actual): Rs 4.2 crore/ 
Rs 4.6 crore 


> Training man-hours (actual): 187,616 hours 





К. Subrahmaniam spoke to BT's Nitya Varadarajan on 
how he keeps colleagues enthused. Excerpts: 


How much have you progressed since last year's 
survey? 

We have largely been focussing on consolidating our 
strengths and leveraging them for future growth. In order 
to attract and retain the right talent, we have introduced 
complimentary programmes, technical and non-technical, 
to ensure a top-notch resource pool. Besides these, we 
have a tool called Compass that helps us understand the 
real and specific needs of employees and capture concem 
areas at the individual level. Inputs are gathered from 
various sources (many of them non-intrusive) and the 
remedies include suggesting changes in behaviour patterns 
of employees. 


How about improvements in the workplace environment? 
All Covansians can have their say in almost anything 
involving the company; this results in creating a conducive 
work environment and a motivated workforce. Addressing 
their concerns and de-stressing them remains a top item 
on our agenda. We ensure that people take a holistic 
approach to work. In turn, people have "returned" much 
more than what we thought possible by way of 
performance. 


Are you not overplaying the "Fun at Work" theme? 
Not at all! We get a chance to see creativity and activ- 
ity in different fronts; this helps us understand the innate 
abilities of individuals. Refining the concept further, 
we can give appropriate work/projects that they can han- 
dle and excel in. For example: the company is sponsoring 
the MBA course for M. Shakthi, an office boy, because 
it spotted his innate abilities. - 


Search firms have given a below-average feedback 
about the company. How will you address this? 

As part of the "Culture for Growth" theme, Covansys is 
revamping its sourcing strategies. Brand building, both 
internal and external, is a major initiative and this will 
help us attract customers and software professionals 
alike. We are discussing with partners ways to strengthen 
our talent sourcing programmes. With the growth of the 
company, all touch points with employees, partners 
and prospects are being strengthened, and, we expect 
to see a positive impact soon. 
































young mothers 


Shorn of jargon, this means an employee and his 
manager define the factors that will be used to 
judge performance. This ensures that performance- 
related data collection is not perceived as a threat 
and results in greater acceptance of the process. 
Individuals are empowered to set their own goals 
and managers are empowered to reward—these 
range from Rs 1,500-80,000 every quarter—the 
best performers in consultation with the respective 
Group Heads. This is over and above the regular an- 
nual appraisals and increments. No wonder the 
general feeling is that Covansys pays well, often bet- 
ter than the market. 

In line with the new policy of Culture for Growth, 
the company is setting up informal communications 
groups, cutting across functions. “We don't want 
people in various units to be isolated in their own 
world,” explains Jayanthi Vaidyanathan, Director, 
Human Resources at the company. Then, there is 
Chatterati, a platform that allows like-minded 
groups—from a Shah Rukh Khan fan club to literary 
discussion groups to techno clubs—across functional 
boundaries to keep in touch. “The family that plays 
together stays together,” points out $. Muralidharan, 
Senior Vice President. 

Chatterati has achieved great results for the com- 
pany. For instance, attendance at Covansys’ Best 
Practices Meets has increased; so has attendance at 
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career-improvement courses—largely because 
of cross-departmental interactions. 

In fact, employee initiatives and ideas are 
encouraged to such an extent that G. 
Ravindran, Global Head of HR, “sometimes 
worries about what will happen to the 
processes for which we are recognised”. But, 
adds Vijay Menon, Senior Executive, HR, who 
quit Ford Motor India and joined Covansys 10 
months ago: “For the first two months, I did 
just what I was assigned and did not go the 
extra mile. But now, I make suggestions within 
and outside my work area and many of them 
get implemented. My seniors don’t tell me: 
"You аге too young...” 

The company is also extremely women- 
friendly (one out of four employees is a 
woman)—we had mentioned créche and dor- 
mitory support last year. Suganya 
Karthikeyan, a Team Leader, was pleasantly 
surprised at the treatment meted out to her in 
the UK where she had gone for a site visit. 


Stairway to heaven: For Covansians, office doubles up 
as a de-stress centre 


When she complained about her apartment, it was 
changed in a jiffy. “Your comfort is our first prior- 
ity—so, if you have any complaints, please let us 
know," her colleagues there told her. Closer to 
home, she is happy about the MCA programme 
sponsored by the company—she was just a BSc 
grad in 2000. But since then, five onsite trips have 
given her exposure and she is very satisfied with the 
work-life balance that her employer insists upon. 
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E PACKS IN 12 HOURS OR MORE OF WORK EVERY DAY STARTING 

8.30-8.45 am. His team supports the sales force glob- 
ally. “This means that every day holds a surprise for me,” he 
says. E-mails are checked in between calls from all over the 
world. The first one comes through from Chicago. A sym- 
posium is scheduled the day after and Covansys would 
like to put up a stall there. What should be done to ensure 
crowds? Narayanan quickly calls his team for a short meet- 
ing where the slogans, fliers and other appropriate materials 
are designed immediately and emailed across. A vendor in 


° the US will produce the actual stuff—and he needs 24 


hours of lead time. "Sometimes we get just two minutes to 
respond. My colleague in the US could be talking to a cus- 
tomer and he expects me to provide the information im- 
mediately," he says. Lunch is at 1 pm; he opts for Chinese 
food, and after a relaxed 45 minutes, is back at work, 
which is relatively light till about 3 pm. Calls from the US start 
pouring in again at 5 pm and he's back to the grind. This car- 


Covansians get to spend 45 minutes a day on 
average on other (non-work-related) activities; 
the créche facilities have improved; the pure south 
Indian menu has given way to a Food Court; a 
badminton court has come up on the premises, but 
slippers are still not allowed at work—even on 
Fridays, though jeans are now allowed (they 
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May I help you! Covansians can even shop for 
garments in office 
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Power-packed Narayanan: 


urprise Tor n 





ries on till 9 pm when it's time to pack up. His wife, who 
works in Cognizant, returns home around the same time as 
he. "We spend time together on weekends; our son then 
decides for us which company is better," he laughs. 


weren't when we published this list last year). 
The company sponsors willing office boys for 
MBA courses, and expecting mothers have accom- 
modation arranged for husbands if they are 
deputed onsite. 

If there is one complaint it is that Covansians 
lack aggression. Says Sankaran Annaswamy, who 
worked in Covansys for five-and-a-half years before 
moving over to Siemens Infosystems as head of its 
PeopleSoft practice: *Though the organisation is 
people-friendly, it has lost out to competition since 
2000. It is now slowly coming back on track; if it bags 
a couple of large orders, the market perception of the 
company will change." Says Subrahmaniam: *We 
are back on the growth track after a lull and expect to 
be a significant player in 2007." 

Ravindran says there is more vibrancy in the 
organisation and no one is bored. Qualitatively, 
attrition has been contained in a scenario where 
everybody is rapidly expanding and where the 
industry average is going up and up. The com- 
pany's image seems to have improved since last 
year; this is evident in the 50 per cent higher 
footfalls at the company's stalls at job fairs and the 
100 per cent higher response to job advertise- 
ments. "But we still have a long way to go to 
achieve the total employee satisfaction that we 
are aiming for,” he says. 8 
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HCL Comnet’s human 
resource practices are 
turning out to be a model 
for parent HCL Tech. 


AMAN MALIK 


AM THE FORCE OF ONE’ IS THE DICTUM WE URGE ALI 

our employees to follow,” informs J. Kalyanaraman, 

Sr. Vice President (HR), HCL Comnet, before he 

launches into a presentation on what an employee 
means to the company. Kalyanaraman, ‘Kalyan’, as his 
colleagues fondly call him, should know; he’s been 
with HCL Technologies for the last 20 years, and with HCI 
Comnet since its inception. And to be sure, Kalyan is not 
the only one who has stuck around with the company 
long enough. Business Today’s Best Companies to Work 
for survey results show that on an average, HCL Comnet 
employees choose to spend a little less than three-and- 
a-half years with the company and attrition rates are at 
a modest 14 per cent. This, in an industry, where сопі- 
panies are resigned to losing nearly a third of their 
workforce each year. 

In fact, if numbers are anything to go by, HCL Com- 
net already has notched up an impressive set. Consider 
this: the company has been growing year-on-year at 
well over 60 per cent, its turnover is close to Rs 500 
crore, up from Rs 305 crore last year; it has expanded 
its workforce by a third and now employs well over 
3,000; its training budget in 2005-06 was Rs 75 lakh, 
which, Kalyan says, has since risen fourfold. 

Yet, the secret of remaining one of India's 10 best 
companies to work for the third year in a row does not 
lie in these numbers. *We believe in the philosophy 
‘Employee First," explains Vineet Nayar, CEO, HCI 
Comnet and President, HCL Technologies, the parent com- 
pany. “Our employees are the most crucial asset we 
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v Revenues: Rs 503 crore (2005-06) 

> Profits: Rs 38.5 crore 

> Total employees: 3,047 

Attrition (per cent): 13.89 

> Average career tenure: 3.39 years 

> Training budget (budgeted/actual): Rs 75 lakh 
> Training man-hours (actual): 103,957 
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have." And employees sure do seem to have caught 
on to this philosophy. Survey results show a positive 
internal employee feedback, with most employees 
surveyed rating the company highly on the quality of 
work life and the level of job security. *One im- 
portant aspect that differentiates HCL Comnet from 
most other companies is that it allows me to make 
mistakes, thereby, giving me a chance to grow,” 
says Rahul Menon, a middle-level employee who 
heads a team of some 35 people. “I know that the 
next morning I will have an office to go to," says the 
man, who earlier worked for Hughes Software. 

Yet, the company is not a soft employer, as a sen- 
ior company executive points out. “We give our 
employees enough room to experiment and learn," 
he says, "and an underperforming employee is typ- 
ically given three chances, before being asked to 
move on." Explains Nayar: *I do not want bench sit- 
ters to work for me, I want people who grow into 
their respective roles. I cannot play the headmaster 
and punish them each time they go wrong." Anant 
Gupta, COO, HCL Comnet, echoes this sentiment. 
"Mistakes are an important part of the learning 
curve, they are inevitable." 

The company lays a huge premium on training 
its employees. It runs a ‘virtual university’ (christened 
‘Comnivarsity’), which takes care of all training 
needs. Apart from an MBA programme conducted on 
its premises by IMT, Ghaziabad, and a B.Tech 
(upgradation) programme for diploma holders, it 
runs scores of in-house, domain-specific courses 
and e-learning initiatives. “We figured that if an 
employee wants to educate himself, he'll do it any- 
way," says Gupta, "and this was what prompted us 
to start such courses." 

Comnivarsity is just one of the several 
integrated HR practices that HCL Comnet 
has put in place over the years. At the core 
of the company's HR infrastructure is an 
online system that is a one-stop shop that 
addresses virtually all HR needs of the em- 
ployee, from as basic a need as figuring 
out his PF balance to proposing an 
idea on virtually anything re- 
lated to the company to a 
unique ticketing system, which 
allows employees to air their 
views and grievances to any- 
one up to the CEO. *We have 
tried making this system as 
interactive as possible," in- 
forms Kalyan as he navigates 
through the system. System 
navigators like *Natasha', the 
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Vineet Nayar spoke to BT's Aman Malik on how Comnet has 
been the HR trendsetter within the HCL group. Excerpts: 





You are one of the smaller companies on the list. Is being 
small in any way a disadvantage? 

Would you rather work for Apple or IBM? The reason we are 
admired is because of our different values and because 
we execute what we say. In our smallness is the value, and 
it is precisely because of this value that we are becoming very 
big very fast. We do not believe in volumes. 


So is HCL Comnet HCL Group's Apple? Are you a cult com- 
pany within the group? 

We are a not a cult company, but a catalyst company 
within the group. Most things adopted by HCL Comnet, 
including all our HR policies, have been replicated by 
HCL Technologies. We are HCL's Apple and are also 
making HCL an Apple. 


How has globalisation impacted the people side of business? 
Globalisation has ensured free flow of capital and human 
resources across countries. This has meant that competition 
in the marketplace has also increased. To succeed in such a 
scenario, you have to look at what differentiated value can you 
really bring to the table. The search for this unique differen- 
tiation is the compelling vision for success. So, when we look 
at it, we are led to believe that it's people who drive value. We 
believe in "Employee First, Customer Second", thereby, im- 
plying that the start point of everything is the employee. The 
fact that we have been registering robust growth year-on- 
year, means that this dictum is working rather well for us. 


How would you typically react if an employee were to 
walk up to you and tell you he lost a client? 
Mistakes are healthy, because if mistakes do not happen, 
people aren't learning. This is an important step 
in making leaders out of people. Now, if 
there is a problem, the first thing | would say 
is, do not surprise me. If you were aware of 
such a problem, you should have sounded 
me out. Then, did you do everything that 
could have been done to prevent it? If 
you did not, do you now know what went 
wrong and what should now be done to 
prevent it. Mistake is not the problem, the 
employee has to be willing to understand 
he's made a mistake. 


Ip 





c 


HYDERABAD 


Acquire a whole new perspective on business. 


p.exe 


Executive PG Program 
Creating tomorrow's decision-makers. Today. 


The Executive PG Program is an intensive one-year 
residential program in management from the 

Icfai Business School, Hyderabad, for executives with 
work experience. 


The program is designed to provide participants with the 
knowledge, skills and perspectives for a successful 
career in business. 


Selection: Based on performance in the 
Executive Business Aptitude Test (EBAT) 2006 and Interview. 
GMAT? scores are also accepted (IBS GMAT* Code: 7061). 


EBAT 2006: December 24, 2006 (Sunday) 
10.00 am-1.00 pm at 104 test centers all over India 


pplication Rs.1,250 (by Cash 
) available at 


DD in f/o 'Icfai ( 

е at Hyderabad 
Campus Programs Admissions Department: 45, Nagarjuna Hills 
۴ injagutta Hy bad - 500082 Ph: 040-23435328/29/30/45 
23435347/48, E-mail:ebat@icfai.org 


Fax: 04( 


You can also register online at www.icfai.org/ebat 


ymmon Fund 


Contemporary curriculum and courseware 
Residential program 

Indian and international faculty 

Local and global perspectives 

General management focus 

Wide range of electives 

Continuous evaluation 

Case-based learning 

Leadership training 

Business modeling and simulation exercises 
Experience and knowledge sharing with peers 
Consulting projects 

Eligibility: Graduates with three or more years ol 
work experience in an executive position 


Program Begins on : May 01, 2007 
Ends on : April 15, 2008 





COMPANIES 
| 





company mascot (“she lends a human face to the whole 
interface") and ‘Radio Comnet’, the company's in-house 
fortnightly radio newsletter, add a dash of colour to it. 
Another important practice that HCL Comnet is proud 
about is its 360-degree appraisal system. “Out of the six 
main parameters on which a person is appraised, only 
one refers to his past performance, the other five focus on 
what he can potentially achieve in future," says Kalyan. 
Compensation is often one of the most critical determinants 
of employee satisfaction. Barring the top 15 per cent, all 
other employees get a fixed salary, which is revised every 
year, a clear departure from an industry-wide practice of of- 
fering as much as 30 per cent variable compensation. “It is 
usually the top 15 per cent employees whose decisions usu- 
ally determine the profits of a company, so why should 
those at lower levels pay if profits dip?" asks Nayar. 
Despite the fact that it keeps its employees happy, 
the company seems to suffer from an external image 
problem, with headhunters rating it poorly. Kalyan, how- 
ever, is unfazed. “Nearly 60 per cent of our hiring happens 
out of employee referrals, so we do not depend on head- 
hunters. Moreover, since we innovated remote 


Good afternoon: Menon (stan: Dinner time: Sto 
ing) starts off with a meeting etting back to 


infrastructure management, we know where to tap our 
resources from.” Nayar couldn’t agree more. “What often 
irks headhunters is the fact that we do not give them 
enough business.” he says. 

Nayar and his team would have you believe that HCL 
Comnet is HCL Technologies’ ‘Apple’. Why, you ask and he 
replies, “All HR practices that were put in place by us have now 
been replicated by other group companies. So our company 
is a catalyst for change within the group.” He should know. 
Before he was elevated to HCL Tech as President in April 
2005, Nayar used to run HCL Comnet hands on. We can al- 
ready bet what Nayar is planning at HCL Tech: Apart 
from propelling it into tier I of the rr league, get its name 
on our list of 10 best companies to work for in India. Ш 
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UTING), HCL COMNET 


OU KNOW, HIS 31ST BIRTHDAY IS ROUND THE CORNER 

and we'll all make sure he gets his share of 
31 bums,” informs a colleague as you are introduced 
to Rahul Menon. Menon, a post-graduate in business 
administration from Symbiosis Institute of Business 
Management (SIBM), Pune, heads a team of 35 peo- 
ple working for a UK-based FTSE 100 chemical man- 
ufacturer. “I work UK hours," he says, "so, on a typ- 
ical day, | reach office by noon." This is followed by 
a round of meeting with his colleagues. By the time 
he gets back to his desk, it is already 2 p.m. and it's 
time to sift through e-mail, connect with clients in the 
UK and colleagues in office. "But it's not all work and 
no play, we indulge in a whole lot of banter in 
office," he informs. "Usually, | am the first one to 
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Tracking work: Heading a team of 


5, Menon has his hands full 


crack up." Then, it is down to dealing with issues re- 
lated to project management and more client calls. 
"Such client calls typically keep me busy till 11 
p.m.," he says, "by when the UK business day has 
wrapped up and | go home too." So, do skewed work 
hours affect his personal life? "Not really," he says, 
"my wife is in the same industry and keeps similar 
hours." Menon, who has spent eight years in the in- 
dustry (he quit Hughes Software to join HCL Comnet 
two years ago), plans to stick here for the long haul 
and grow with the company. So, what endears him 
to HCL Comnet? "The 'Employee First, Customer 
Second' philosophy, which ensures the employee, an 
internal customer, remains happy and is always at 
his productive best," he says. : 
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At НВС, employees work 
for the bank because the 
bank works well for 
them—not just at office 

but at home too. 


KRISHNA GOPALAN 


N EARLY AUGUST, HSBC INDIA DID SOMETHING IT 

had never done before. The bank moved to a 

five-day week. August 5 was the first *off-Saturday" 

for its employees—a small event perhaps for the 
outside world, but a giant leap for HSBC employees. 
Make that yet another giant leap for HSBC employees. 
Indeed, over the past five years, the Hong Kong- 
headquartered bank's Indian subsidiary has been 
quietly but surely transforming itself from a per- 
ceptibly ponderous organisation into one that's 
more contemporary and forward-looking. A laidback 
style of managing has made way for an aggressive, 
growth-oriented mindset, the best reflection of this 
in the market place being HSBC’s bid to acquire a stake 
in the Uri Bank in 2003. And yes, in the process of 
becoming more proactive, HSBC's also become а 
cool place to work in. As Tim Kirby, Head, Human 
Resources, puts it: “We want people to work for us 
because they want to work for us." 

Allowing employees the luxury of a longer week- 
end is just one way of making them want to work for 
HSBC. There have been other similar initiatives in the 
recent past to change the culture from a prim and 
proper way of work to a more casual one. One such 
initiative is an open-door policy, endemic at most 
organisations, but arguably blasphemous at HSBC till a 
few years ago. 
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SNAPSHOT 


> Net income: Rs 2,302 crore (2005-06) 
> Profits: Rs 515 crore 

» Total employees: 4,985 

» Attrition (per cent): 22.3 

» Average career tenure: 5 years 

> Training budget (budgeted/actual): Rs 8.5 crore/ Rs 11.5 crore 

> Training man-hours (actual): 11,590 











H4VWD2OIOH4 


INVASOD HSAWN АЯ 5 


: Working in collaboration 
/ asa team i is the essence at HSBC. The bank 
has adopted a more informal style to make it 
a cool place to work in 





Team HSBC: Kidwai (in blue sar/) with staff 


“We are serious about the open-door a 
proach. It is important for people to know 
that they are working for a growing organ 
sation and that the organisation has laid 
down Pays career progressions for them, 
says Kirby. Given that there are about 5,000 
people who work for the bank alone, and 
22,000 across the organisation—HSBC also 
has an asset management company, a secur 
ties outfit, a software development centre in 
Pune and outsourcing hubs in Bangalore, 
Hyderabad, Visakhapatnam and Kolkata 
monitoring individual needs isn't easy. But it’ 
an imperative nevertheless. 

Making that task even more challenging is 
the fact that over half of the bank's employ 
ees have been around for less than 18 months 
(perhaps a rather high attrition rate of 22 
per cent has something to do with that 
Kirby himself has been in his current assign 
ment for about a year now, having done 
stints with the bank in West Asia, Europe 
and Asia earlier. The good news today, 
though, is that people are willing to join 
HSBC from competitors who are perceived to 
be more aggressive and savvy. Consider. for 


instance, Kalpana Ajayan, Vice President, 
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Insurance Products & Alternate Channels 
(Personal Financial Services), who has been with 
HSBC for two years now. Her previous stint: 
Four years with— ahem—Citibank. Reason for 
the shift? “The promise of the scale of things to 
come and a vision that is getting clearer,” in 
Ajayan’s own words. According to Kirby, HSBC is 
looked at by students in a positive light. “They 
think we are a sales-oriented organisation, a fair 
payer and more importantly an equal opportunity 
employer,” he explains. 

But it's not as if most of HsBC's workforce is 
made up of Johnnies-come-lately. In fact, roughly 
19.4 per cent of the personnel have been with the 





bank for a decade and more. Like, for instance, 
Basab Majumdar, Senior Vice President and 
Head (Western India), Corporate Banking, who 
has done a 12-year stretch with HSBC. And if 
you think the veterans lack the passion, listen to 
what Majumdar has to say. “Over the past two 
years, corporate banking alone has added over 
400 new corporate relationships. This is at a 
time when competition is no pushover.” 

For a large number of HSBC employees, the or- 
ganisation is an important part of their life. “It 
largely determines what happens in my day-to-day 
life. Yes, we are demanding, but we also strive to 
strike a balance between work and personal life," 
says Sonal Dave, Vice Chairman and Chief 
Operating Officer, HSBC Securities and Capital 
Markets. Dave, a 10-year veteran at HSBC, has a team 
which is close to a 100 people and attributes her 
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INTERVIEW/ "— | 
HSBC'S GROUP б 


HSBC's India CEO of six months spoke to BT's Krishna 
Gopalan on her people agenda. Excerpts: 


On HSBC's four Cs: Communication, customer centricity, 
competitive benchmarking and collaboration. 

The one thing that is key is customer centricity. The di- 
mension | wanted to bring is that apart from an extemal cus- 
tomer, there is also an internal customer. So, every support 
group within the bank also has a group. Football was 
used as an analogy where we wanted to highlight that you 
should "play as І" but “feel as we". What we are saying is 
there is individual excellence, but you must feel as a part of 
a team. The theme here is: “| am here because of the cus- 
tomer" and we all need to work in collaboration as a 
team. The third thing is about communication; we allow any- 
one to ask the top management anything they would want 
to know. | want people, for instance, to address me by my 
first name and to bring in the element of informality. While 
we are doing very well, it is about how we do vis-à-vis mar- 
ket share and competition, which is what competitive 
benchmarking is all about. This is about keeping our eyes 
and ears open all the time. 


On the culture and the work environment at HSBC. 

The uniqueness is that everyone here identifies very strongly 
with HSBC. It is important to combine that with a degree of 
informality and respect for diversity which brings with it free- 
dom of thought, ideation and even action, but within our 
norms. | want us to retain what is very solid about HSBC, 
which is its identity, integrity and our strong commitment to 
corporate social responsibility. Meritocracy to us is very 
process-driven, which includes employees being assessed for 
their leadership and management capability. 


On the challenges for the bank over the next couple of years. 
The biggest challenge for us is to continue to grow organically 
in a regulatory environment where offering new branches is 
not easy. We must grow in a compliant way and be able to 
deliver on bottom lines. 


On the India opportunity. 

It is a very exciting time for India and the challenge lies in 
capitalising the opportunity. India has just made it to the 
top 10 contributors of HSBC. The challenge for me is to 
retain my position when | am up against competition from 
emerging markets like other BRIC nations (Brazil, Russia 
and China), Mexico and Turkey. 
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long stint, quite simply, to a “need to enjoy coming 
to work”. In her words, the last 10 years have had 
some big changes. “We have become extremely 
sales-focussed and very proactive. The sales focus has 
really gained momentum over the last three-four 
years,” adds Dave. 

The desire to succeed at HSBC is hard to miss to- 
day and the mantra for success revolves around 
what is often described as the four Cs—communi- 
cation, customer centricity, competitive bench- 
marking and finally, collaboration. *We bring a 
truly, young, resilient organisation that is think- 
ing, creating and one that is perpetually reinventing 
itself. I think we have some of the best people in the 
country working for us. Everywhere I go, I see a 


An open culture: To let people grow and enjoy work 


team that has a huge amount of energy and a desire 
to excel,” says HsBC's Group General Manager and 
Country Head, India, Naina Lal Kidwai. 

The rewards that come the employees' way are 
varied in nature—a variable bonus scheme, in- 
centive schemes and stock options too. *We also 
have recognition schemes which include things 
like Bright Ideas and Thanks Awards. The latter for 
example is a monetary award," adds Kirby. While 
the Indian economy has been on a growth phase 
for a while now, it is really left to HSBC to see how 
much it can capitalise on this kind of an oppor- 
tunity. “It is about letting people rise to their po- 
tential. The organisation has to be an enabling one 
to do that and that's what a culture like openness 
does," sums up Kidwai. Ш 


148 BUSINESS TODAY NOVEMBER 5 2006 





А DAY IN THE LIFE OF . 


BASAB MAJUMDAR/ 38 Ee 


SENIOR VICE PRESIDENT AND HEAD (WESTERN INDIA), ——— 
CORPORATE BANKING xe. 


ASAB MAJUMDAR IS A MAN WITH A VARIETY OF INTERESTS. BY 

his own admission, he is a sports freak and a World 
War 1! enthusiast. His day starts off at 6.45 a.m. with a 
game of tennis which he religiously plays for an hour; 
that’s followed by preparations for another day at work. He 
is at work at about 9 a.m., which is when | proceed to join 
him as a part of my assignment. 

The day looks pretty action-packed and Majumdar 
and | sit across the table for a cup of tea where he briefs me 
on his schedule for the day. For starters, it is a Monday 
morning and | am sure his hands are full. | am not com- 
pletely off the mark. He has to interview a candidate at 
10:30 a.m. and we quickly get around to discussing what 
he plans to do after that. “A large part of my job is related 
to HR,” he says. Majumdar has relationship team heads re- 
porting to him and he never fails to underline the point that 
he is, at the end of the day, a frontline salesman. “1 am 
nowhere without my customers,” says a candid Majumdar. 

Lunch is quick; a few sandwiches later we continue our 
little conversation. The agenda for the afternoon is a meet- 
ing with a client in Lower Parel in central Mumbai. | pro- 
ceed to ask him if he has to put his thoughts together for 
the meeting. “Considering that travel time is a lot in 
Mumbai, І ensure that a lot of work is done while | am in 
my car," he says with a smile. He still ensures he has 
enough time for his family, which includes his four-year-old 
daughter. "| am not a workaholic. | am a highly committed 
professional and | ensure | have enough time for other in- 
terests," says Majumdar. He is done with work by about 8 í 
p.m., which leaves him enough time to catch up with the 
happenings on the international football scene. The work- 
life balance can't get much better than that. 
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Lars H. Thunell/ Executive VP/ International Finance Corporation 





“WE ARE 
HERE TO HELP 
THE PEOPLE 





AND THE 


COUNTRY’S 


DEVELOPMENT" 


EFORE HE TOOK OVER AS THE 

Executive Vice President at 

the International Finance 

Corporation this year, Lars 

H. Thunell used to be the 
cEO of Skandinaviska Enskilda 
Banken AB (SEB), a north European 
bank with its headquarters in 
Sweden. He was in the financial 
services industry for many years bef- 
ore moving on to IFC. Ask the man 
how convinced he is about the India 
story and he tells you that he put in 
his own money in Indian funds three 
years ago. “I have not regretted it,” 
he says with a smile. IFC, which pro- 
motes private sector in developing 
countries, has a host of investments 
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in India and over the last one year 
has granted loans to companies like 
Tata Steel, DCM Shriram 
Consolidated and has acquired stakes 
in Apollo Hospitals, IDFC and (most 
recently) HDFC, to name a few. 
Recently in India on bis first official 
visit (but not tbe first visit per se), 
Thunell spoke with BT’s Krishna 
Gopalan on irc and India. Excerpts: 


You have had a packed schedule in 
India. What has it been all about? 

I was in Assam on Monday, 
Chennai yesterday, Mumbai today 
and Delhi tomorrow. In Assam, 
we had a look at the Tata Tea 
plantations to look for possibili- 





ties. This is about working on 
agricultural projects, improving 
yields, looking at how to use land 
and tourism opportunities as well. 
We also looked at Drishti—they 
are into IT kiosks—which is an 
interesting project. They are into 
enabling of education with an IT 
focus. IFC, as you know, is cele- 
brating 50 years of its existence 
this year and we opened our office 
in Chennai. We also signed an 
agreement with Suguna Poultry 
Farms, where we have invested 
$11 million (Rs 50.60 crore). In 
Mumbai, we have had a number 
of meetings with banks and people 
who are active in the infrastruc- 


ture business. It has been a very 
good trip so far. 


What strikes you the most about 
India? How do you think IFC has 
made a difference in the overall de- 
velopment story in India? 

| was here about a year ago in my 
earlier job as the head of a 
Scandinavian bank. What strikes 
me about India are a few things. 
One is the tremendous energy and 
enthusiasm that we get to see in 
India and that is fantastic. A year 
ago, people talked about rr and 
people now talk a lot about the 
manufacturing sector, which is a 
very significant shift. Finally, people 


say that they have succeeded in 
spite of the government. There are 
significant regulations here and peo- 
ple like McKinsey say that if you do 
away with some of those regula- 
tions, GDP growth rates would inc- 
rease by 2 per cent. It must be und- 
erstood that when you have rapid 
development as you have here, one 
of the things that happens is ine- 
quality. This happens between the 
rich and poor, for instance, where 
the gap will widen, which is normal 
in developing countries. It is imp- 
ortant to manage that issue. You 
will also have inequality between 
urban and rural. Statistically, you 
just have to look at GDP per capita 





and see the difference between sor 
of the states—that is quit higl 
With iFC's development mission. 


think an area like power is our toj 
We believe that needs like 


these are tremendous and can: 


priority. 
iot b 
financed only by public money an 
we must have public-private part 


nerships. With our experience fro 


other c iuntries, we can structur 
some of these transactions. It tend 
to be long-term monev, which th 
domestic banks could ha һаг‹ 


time providing, 


You have given out money to some 
large business groups in India like the 
Tatas (this was a $300-million or Rs 


bt 60 minutes 


1,320-crore, loan to Tata Steel in June 
last year). Which are the sectors that 
you are most interested in? 

Yes, we have to look at some of the 
big groups like the Tatas who pos- 
sibly do not need us any more. The 
loan we gave for Tata Steel is help- 
ing them in their expansion process. 
But if you look at the situation over 
the next couple of years, we will 
work more with second-tier com- 





panies and in areas related to agri- 
culture. We want to work on the 
supply chain of agriculture. Since 
you have 60 per cent of your popu- 
lation engaged in agriculture, that 
obviously is an area we would want 
to focus on. Infrastructure and agri- 
culture are important to us. On agri- 
culture, 1 must clarify that it will 
relate to food processes and the log- 
istics related to it. General manu- 
facturing is also important. Normally 
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for us, the financial markets tend 
to be big. In India, due to regulation, 
it is relatively small—only 10 per 
cent of our portfolio. In China, for 
instance, it is about 30-40 per cent. 
We would like to increase that num- 
ber and work with the government 
in getting that bigger. 


How do you, in the process, decide on 
who is worthy enough of your fund- 
ing? In other words, what gets you to 
say "yes" to an investment? 

We are, as some people would call 
us, à social enterprise. Our over- 
riding mission is development and 
helping create opportunities for the 
poor. But as a company, we must 
make money. So, we look at every 
project from those two perspec- 
tives. You could ask if there is a 
conflict between these two. The 
reality is that there is a positive cor- 
relation between the two. For ins- 
tance, a successful company can 
create more employment. It can 
afford to spend more money on 
corporate social responsibility. They 
are more committed and, there- 
fore, there is a positive correlation. 
In that sense, the conflict is much 
less than we think it is. We would 
look at both these things apart from 
our additionality, as we would call 
it. What this means is that if things 
could be done by the private sector, 
in general by regular banks, for exa- 
mple, we should not be there. Yes, 
they are grey areas and we tend to 
focus on something different. 


“THE | 
TREMENDOUS 
ENERGY AND 
ENTHUSIASM т 
IN INDIA IS 
FANTASTIC 





If one looks at IFC in India, the tilt is 
more towards lending as compared to 
picking up a stake in a company or 
equity participation. What is the rat- 
ionale for that? 

Yes, but that is something we would 
like to change. lt is interesting when 
you go back in time. When we 
started 50 years ago, the vision was 
more like a venture capital institu- 
tion. If you look at the last 50 years, 
however, it has been more a project 
finance or debt finance house and 
over the last couple of years, we 
have increased our participation in 
equity. We are in the process of 
increasing that even more. As we 
look at the economic cycle that we 
are right in with all the liquidity, we 
can add more value than by pro- 
viding mere risk capital. That's what 
we are trying to do. We had a dis- 
cussion in Washington the other 
week on our equity strategy in gen- 
eral. Today, about 20 per cent of our 
new commitments are in equity on a 
worldwide basis, and I would like to 
move that to 25-30 per cent. We did 
a total of $7 billion (Rs 31,500 
crore) from our own account last 
year and if you look at it from a 
total mobilisation point of view, it 
was close to $10 billion (Rs 45,000 
crore). Of the $7 billion, $1.5 billion 
(Rs 6,750 crore) was on equity. 


There are a lot of options for Indian 
companies to raise money. Even mid-tier 
companies raise monies from the over- 
seas markets or go public. Why would 
someone come to IFC? 

We provide debt with longer mat- 
urities. Again, there are some com- 
panies that are not ready to be 
listed since it involves a lot of req- 
uirements like governance. Very 
often, we get invited to help with 
the structure of the governance, 
which, in fact, aids the process of 
listing—this is like a рге-ІРО 
process. The other thing is helping 
on bilateral standards. Finally, we 
have a very good network abroad. 
We could help companies in risk- 


sharing and getting contacts over- 
seas. If you take a particular in- 
dustry, sugar, for instance, we have 
done a lot of work in Brazil. We 
do not want to be the cheapest. 
We want to be the one you come 
to for other reasons. 


India's reform process has been on for 
15 years. What is your own observation 
of this period? Do you think you have 
missed out on investment 
opportunities during this 
decade-and-a-half? 

What you see is a growth 
rate that has been picking 
up. There are also success 
stories like rr and pharma. 
You also see cases of a lot of 
companies going abroad 
and the kind of things they 
are doing there. To me, it is 
clear that we missed out on 
the whole Business Process 
Outsourcing (BPO) story. I 
was not here then and so I 
don't know if it was a con- 
scious decision (laughs). 


You have participated in the 
telecom story, though, through 
an investment in Bharti. 

We have invested in tele- 
com in a number of coun- 
tries. That has been suc- 
cessful for us and we have 
invested in companies in 
Africa like MTN and Celtel. 
As an organisation, we did 
not miss that opportunity 
at all. But in the case of 
BPO and IT, we missed it. 
Well, from a development per- 
spective, they did pretty well any- 
way (laughs). 


If there has been one key lesson that 
you picked out from India in the last 15 
years, what would that be? 

I would probably think education 
would be the answer to that one. I 
am not an expert at this but I think 
India's progress in rr has been a big 
thing. This has provided you with a 
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skilled labour force, which has come 
from high-quality engineering col- 
leges. In India, today, people are 
at a table doing something all the 
time. That has come from training 
and education and your progress 
on that has been fantastic. A lot of 
countries are looking at India and 
hoping to create IT centres. 


You do work across the globe and have 





had the chance to see a lot of countries. 
Which market, to your mind, resembles 
India the most? Any worries at all? 

I don't think there is any market 
which is like India. Again, it is a 
different market and is difficult to 
compare. I think India is a continent 
rather than a country. We are here 
to help the people and the country's 
development. We can perhaps, in a 
humble way, do transactions that 
can help this. That is our role. From 


“OUR 
MISSION IS 
TO HELP 
CREATE 
OPPORTUNITIES 
FOR THE POOR” 


that perspective, I think 
the country and govern- 
ment are doing a lot of 
things right. I have a lot 
of respect for the step-by- 
step kind of strategy when 
it comes to deregulation 
which is better than a геу- 
olutionary change. From 
what I hear from the busi- 
ness people, they would 
be comfortable with a 
faster pace of reforms. 


Has India been your toughest 
market? 

No, I don’t think so. The 
toughest markets are those 
that have gone to pieces. 
Things go in cycles and 
there have been a lot of 
tough situations. Argentina, 
for example, or Turkey in 
2002 or Thailand in the 
midst of the Asian crisis 
were difficult times. Africa 
has been very tough and 
there you have post-con- 
flict countries like the Republic of 
Congo. That is a tough market from 
a security point of view. The infr- 
astructure is missing, there are no 
people to be trained and there is 
no banking system. For a country 
with 60 million people, there are 
6,000 bank accounts. There is 
nothing at all. That is tough since 
you have to figure out what to 
do to help the poor people there. 
That is a challenge. Ш 
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BHEL On Expansion Drive 


To meet the country's Power Capacity Addition Plans, the company's manufacturing 


capacity is being increased to 10,000 MW 


imed at preparing to meet the Country's Power 
apacity addition targets towards the agenda 
of providing ‘Power to all by 2012', Bharat Heavy 
Electricals Limited (BHEL) is investing more than 
Rs.1,600 Crore for holistic modernization and capacity 
expansion of its facilities. The focus of the initiative 
is on addition of facilities for various products in its 
manufacturing units and for construction tools and 
equipments for erection and commissioning services 
at customer project sites. 

This is being implemented to reaffirm the 
company’s commitment to the power development 
programme of the country. In the past, BHEL has 
always taken advance action and put in place capacities 
to meet country’s power plant equipment needs. In 
the Sixth five year plan itself, 6000 MW production 
capacity had been established by BHEL, which was 
more than adequate for the country’s power capacity 
addition programme. 

In the Tenth five year plan (2002-2007) nearly 
34,000 MW of fresh generating capacity is expected to 
be added, of which BHEL's contribution would be about 
19,500 MW. This is well within its present production 
capacity. The manufacturing capacity of 10,000MW is 
intended to meet the present indications of the likely 
power capacity addition target of the Eleventh plan of 
over 62,000 MW. In line with the expected growth in 
demand, enhancement of manufacturing capacity is on 
course, from 6,000 MW per annum now to 10,000 MW 
per annum, by 2007. 

In addition to the 
ongoing programme, 
based on the national 
plan for capacity 
addition in the Eleventh 
five year plan period 
and beyond, including 
nuclear power stations, 
BHEL would be more 
than willing to further 
enhance its capacity 
even beyond 10,000 MW 
to the levels required by 





the country’s power sector. These programmes are 
in the nature of brownfield expansion, adding mainly 
work centre capacities. Both in terms of time as well 
as cost-benefits, this approach has a strong economic 
rationale. BHEL has large accumulated reserves and 
surplus in addition to its leveraging capacity to raise 
resources from the market, and can fully meet the 
resource requirements on its own. 

BHEL has also taken necessary steps for 
upgradation/ introduction of new technologies. It has 
already forged alliances to acquire new technology to 
produce thermal power equipment with super-critical 
parameters for the next higher rating 800 MW sets 
and above, and currently the engineering work is in 
progress. Introduction of higher rating hydro turbine 
generator sets and advanced class Gas Turbines 
have been planned to cater to the upcoming market 
requirements. Besides, the Company is ready and 
equipped to be a part of the emerging opportunities in 
Nuclear Power Generation. 

BHEL was set up with a mandate to make the 
country self-reliant in the manufacture of power plant 
equipment. Today, the company’s generating equipment 
(Thermal, Hydro, Nuclear & Gas) forms the backbone 
of the Indian energy sector. BHEL make generating 
sets installed in the country contribute nearly 78,000 
MW today. Notably, BHEL sets generate 73% of the 
total power produced in the country while accounting 
for 65% of India’s installed generating capacity of 
over 1,18,000 MW 
(on 31/3/06). In real 
terms, this translates 
into nearly three out 
of every four homes 
in India being lit up 
with power generated 
by BHEL sets. BHEL 
sets have also been 
consistently achieving 
higher PLF than 
the national average 
demonstrating a higher 
level of performance. = 
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As ever, BHEL - India's largest engineering and manufacturing enterprise has risen to the 
occasion. It is now taking the lead in helping India produce more energy. A world-class 
company with a global presence, BHEL has what it takes to help India reach this goal. 


BHEL's performance record speaks for itself: 
* Track record of more than 90,000 MW of power generating equipment. 


* BHEL sets generated 73% of the total power generated in the country (FY 2005-06) although accounting 
for 65% of India's installed generating capacity. 


* Presence in over 65 countries across all the six inhabited continents 
* Consistent financial performance - uninterrupted dividends for the last 30 years. 


* Future Ready: Building capacity and capability for future - BHEL is investing more than Rs.1600 crore for 
holistic modernization and capacity expansion of its facilities - from 6,000 MW to 10,000 MW per annum 





and more 2 
и xx — HR  NNNCTTT - (FTF) Bharat Heavy Electricals Limited 
"nt mM 5 LL Regd. Office : BHEL House, Siri Fort, 
le de ө сз. New Delhi - 110 049, India 
i mm Website: www.bhel.com 
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Realty’s Tier-Il Deals 


Exorbitant real estate prices in metros are driving investors 
to smaller cities, but the art of good investment may be in 
knowing where and how to buy. KRISHNA GOPALAN 


ANISH SAHU IS 33 
years old. After 
finishing his scho- 
oling and gradu- 
ation in Hyder- 
abad, he moved back to Orissa, 
where he now takes care of the 
family's liquor business. Successful 
though his business is, Sahu is clear 
that he does not want to spend the 
rest of his life in a little town called 
Titlagarh. Part of the reason is that 
he is married, with two boys aged 
six and three. And the thought of 
his boys studying in some remote 
town in Orissa isn't too comforting. 


Therefore, as part of his 
long-term plans, Sahu recently 
booked an apartment in Visakha- 
patnam’s upmarket “Waltair 
Upland". But why Visakhapatnam? 
“It is about eight hours by road 
from Titlagarh and it looked like a 
good investment,” says Sahu. That 
it certainly has been, given that the 
real estate price here has shot up 
from Rs 1,600 per sq. ft in March 
this year to close to Rs 2,400 per 
sq. ft now. 

Sahu’s apartment is a little over 
1,000 sq. ft in size and he intends to 
use it as his guest house till the time 


he is ready to send his kids to study 
in Visakhapatnam. “There are 
facilities like a gym, library and a 
community hall. Besides, the kids 
have recreational facilities,” he says. 
The apartment is expected to be 
ready for possession early next year. 
The point: Sahu is among those who 
have realised that there is merit in 
investing in residential property in 
India's tier П and even tier III cities. 


Priced Out of Metros 

The debate on investing beyond 
the Big Four—Delhi, Mumbai, Kol- 
kata and Chennai—and even the 








CITISCAPE 


Here is a ready reckoner on 


four cities and the factors 
which are driving growth here. 





CHANDIGARH 

AREA in sa, км: 114 

poputation: 0.9 million 

LITERACY RATE (per cent): 81.76 
MAJOR INDUSTRIES: Automobile & 
auto parts, bicycles, machinery, 
handloom and handicrafts. 

IT and ITES is the next big story 
LANGUAGES: English, Hindi, Punjabi 
RESIDENTIAL HOUSING RATES (PER $0. FT): 


Rs 2,000-3,000 


JAIPUR 

AREA in sa. Ku: 64.75 

poputation: 2.3 million 

LITERACY RATE (per cent): © 7 

MAJOR INDUSTRIES: Tourism, exports 
of gems, diamonds and jewellery, 
marble and granite and carpets 
LANGUAGES: English, Hindi, Rajasthani 
RESIDENTIAL HOUSING RATES (PER SQ, FT): 
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AREA IN sa. ки: 94.88 

poputation: 0.65 million 

LITERACY RATE (per cent): 94.3 

MAJOR INDUSTRIES: Is the next big IT 
and ITES story. Other industries 
include gold, textile retailing, 
seafood and spices exports, 
tourism and shipbuilding 
LANGUAGES: English, Malayalam 
RESIDENTIAL HOUSING RATES (PER SQ. FT): 
Rs 1,500-2,500 

INDORE 

AREA їн sa. км: 165.17 
POPULATION: 2.5 million 

LITERACY RATE (per cent): 75 

MAJOR INDUSTRIES: Automobiles, 
engineering and soyabean. SEZ for 
boosting software exports coming up 
LANGUAGES: English, Hindi 
RESIDENTIAL HOUSING RATES (PER SQ. FT): 


rs 1,200-1,800 


Source: Government websites, industry 
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next rung metros such as Hyder- 
abad and Bangalore has gained 
momentum over the recent years. 
Real estate prices in these cities 
have soared, making an apartment 
or a house unaffordable for a large 
chunk of India’s population. That’s 
precisely why the first-time buyer or 
the savvy investor is looking 
beyond the metros. And, indeed, 
there are many tier II and III cities to 
pick from, with Chandigarh, Indore, 
Jaipur, Cochin, Coimbatore, Haldia, 
Pune and, of course, Visakhapatnam 
being just some of them. 

No doubt, there are issues when 
it comes to investing in a city where 
one does not live. “It is very imp- 
ortant to understand how you will 
manage your property if you don't 
live there," points out Anshuman 
Magazine, Managing Director, CB 
Richard Ellis, South Asia. After all, 
you don't want your land or apart- 
ment worth several lakhs to be 
usurped by some squatter. But if 
it’s still worth the investor's while to 
take the plunge, there are good rea- 
sons. Typically, those who invest 
in the tier П and III cities are those 


РАМКА) TIWARI 


Indore: Has a big 
automobile base and will 


En soon be a big SEZ story 


who have come to live there for a 
few years or those who hail from 
that city but do not live there 
anymore. More importantly, though, 
the rationale for investing stems 
from the rapid development taking 
place in these places. “Large devel- 
opers themselves are going to these 
smaller cities,” notes Magazine. For 
example, Parsvnath Developers is 
setting up residential projects in 
cities such as Agra, Lucknow and 
Moradabad. This is apart from 
townships at Ujjain and Jodhpur. 
Real estate consultancy Knight 
Frank India’s Chairman, Pranay 
Vakil, cites the development on the 
ВРО front as a key factor behind 
the economic development at the 
smaller cities. “It is because of BPOs 
that places like Jodhpur, Mohali, 
Nagpur, Patiala and Madurai are 
looking very attractive,” he explains. 
The implication is that these cities 
are likely to gain from the entry of 
BPOs just like Bangalore, Hyderabad 
and Pune did. As organised white- 
collar jobs got created, the willing- 
ness to work in these cities in- 


creased, resulting in higher property 
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Haldia: The West Bengal 
government intends 
making it a trading port 


prices. “Look at a city like Jaipur, 
where prices have increased by 300 
per cent over the last two years. 
Even in a place like Mysore, prices 
have now started going up. It never 
happened in the last 10 years,” says 
Vakil. “Places like Jaipur, 
Chandigarh, Mohali and Coimb- 
atore look like good bets at the 
moment,” agrees Magazine. 

The retail boom in the country, 
too, has had a role in hiking prop- 
erty prices. À recent report put out 
by Knight Frank states that smaller 
places like Raipur have three malls 
with a total built-up area of over a 
million sq. ft, Jalandhar has as many 
as five malls, while Indore has eight, 
where the total built-up area is a 
shade less than two million sq. ft. 
Evidently, the development is in full 
swing and it is only this sort of dev- 
elopment that is driving the prices of 
real estate upwards. In the process, 
the prices of residential apartments 





stand to gain too. The development 
on the mall front also seems to sug- 
gest that the potential in places like 
Agra, Rajkot and Amritsar has been 
underestimated. “There is a lot of 
latent potential in the second and 
third tier. It is merely a question of 
infrastructure looking up,” believes 
Dharmesh Jain, MD, Nirmal Group, 
a Mumbai-based developer. Jain, 
interestingly, points out that a lot of 
residential development in places 
like Indore and Surat is on account 
of people hailing from there decid- 
ing to invest back home. 

Although the case of someone 
like Sahu is slightly different—mov- 
ing to the city from a small town— 
the fact remains that there is genuine 
interest among investors to make 
bets beyond the tier-I cities. Take 
the case of Visakhapatnam itself. One 
of the more significant developments 
here was when Н$ВС arrived in 2004 
with a large part of its back-end ope- 


DEEPAK PAWAR 


Mysore: The city is seen 
as an emerging mini-IT 
capital of the country 


rations. Though there was never any 
doubt on the kind of money people 
in Visakhapamam had, it was a ques- 
tion of when the city would become 
a part of the real estate story. “The 
fact that it is a coastal city has always 
been an added attraction and also 
the reason why property here has 
traditionally been expensive,” says 
P. Phani Sekhar, an analyst at 
Mumbai's Angel Broking. “Now, 
there is a plan to build a biotech 
park in Visakhapatnam, besides 
which Wipro and Satyam are look- 
ing at it as an IT destination.” 


Caveat Emptor 

The need to be doubly cautious 
when it comes to investing in 
smaller cities can never be over- 
stated. Anyone planning to buy 
property in such cities should first 
thoroughly investigate the property 
titles and local regulations, In a 
place like Hyderabad, for instance, 


A lot of residential development in cities like Indore and Surat is 
due to non-resident natives deciding to buy real estate back home 
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Developers are flocking to smaller cities because of the arrival of 
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BPOs and organised retail. A place like Raipur has three malls 


there have been innumerable stories 
of the same property getting sold to 
multiple buyers, with each discov- 
ering the fact too late in the day. 
From a buyer's perspective, there- 
fore, there are a couple of practical 
issues that need to be addressed. 
“The buyer will need to look at 
personal factors. For example, how 
often will he be able to go there if 
he does not live in that city," states 
Magazine. Even if the buyer int- 
ends to lease out the apartment, he 
must ensure that the tenant is fin- 
ancially sound. 

Like any other investment, land 
too requires a broad outlook and 
the buyer cannot look at it as the 
final answer to all his investment 
planning. *I would say that investing 
in second and third tier cities would 
be for those who have money to 
spare. It is for those who are pre- 
pared to wait for at least five years 
and who are willing to settle for 
very ordinary returns during that 
period," cautions Knight Frank's 
Vakil. Like any other boom—inc- 
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luding the stock markets—it is 
rather easy to get carried away, alt- 
hough a wee bit of caution while 
investing in smaller cities can go a 
long way in ensuring safety of your 
investment. 

The first rule of caution, then, is 
not to abandon logic for hype. If 
you can't enter a boom (city or 
locality) early on, look for the next 
boom city or locality. Especially to 
be avoided are cities where prices 
are going up for no apparent rea- 
son. For those who live in the city, 
the decision to buy is a lot easier, 
since they look at the issue differ- 
ently. For the other buyers, how- 
ever, the decision will have to be 
well considered and that certainly 
cannot be on the lines of real estate 
always being a sound investment. 
“There is a perception that prices 
generally never fall and that is not 
right,” notes Magazine. 

As mentioned earlier, the deci- 
sion to invest in smaller cities has 
been propelled to a great extent by 
the boom in retail (read: malls). 


2006 


The good news: That phase now 
seems unstoppable, with a host of 
big names like Kishore Biyani’s Pant- 
aloon Retail looking at malls in 
every conceivable format. “Still, it 
needs to be understood that there is 
too much of optimism on that front 
and the investor will do well to be a 
little cautious,” warns Angel 
Broking’s Sekhar. He cites the case 
of Nagpur, where a large number of 
malls have come up. “One is not 
sure if the city can accommodate so 
many of them,” he says. 

So, what should be the buyer’s 
strategy? Well, one thing for sure— 
have a long-term outlook and that 
means at least five years. Remember, 
the kind of money that you are put- 
ting in is likely to be much less 
(compared to an investment in a 
big city) and it is only fair to give 
yourself a longer time frame. The 
metro story is expensive and is likely 
to be out of bounds for most people 
at least. “The buying potential is 
largely tapped in the metros and 
the story will come from the smaller 
cities,” explains Nirmal Group’s 
Jain. Also, the buyer would do well 
to identify key events that will act as 
the trigger for prices rising. This 
could be a proposal for an interna- 
tional airport or a special economic 
zone, which means the surround- 
ing areas will gain significantly. 

Bangalore and Hyderabad are 
recent cases where an airport project 
has had prices hitting the roof. As 
Magazine puts it, “Investing in tier II 
and III cities needs to be looked at 
differently. Things like quality of in- 
frastructure are not that great here.” 

In short, the investor will have to 
pick and choose very carefully. The 
opportunities are unlimited, but 
that has to be balanced against 
factors like reasons for investing 
and the outlook in terms of a 
time frame. 
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st about everyone, at one e point or another, has been 


shenanigans of property brokers. But NOW, thanks to real estate portal 
deliverance may be at hand. SHIVANI LATH 


-EMEMBER THE LAST TIME 

| you were moving house? 

ost probably, you went 

rocess of collect- 

newspapers that 

all the property classifieds: 

eawise, and spent Sundays mak- 
hone calls and travelling aro- 

und the city with your unfriendly 

neighbourhood broker. And that, if. 

‘you were shifting house within the 
‘same town. If you were moving 
om one city to another, chances 


house or hotel for a 
tim ‘you ran about us 


Its online calculators can compute EMI, amortisation schedule, stamp duty 
area conversion — Mo tnm edle е е 
ideos and PropertyBytes-a blog on the industry — — — 
os of interior designers —— 0000. 
Offers extensive coverage of real estate news _ 


Has a locality mapping service, — — 
Provides useful links to a host of resources from architects to authorities to 
international real estate 
m, аон. .com, 


Offers a host of services for non-resident Indi India ians (NRI 9 
om. and propmarr eom | 


looking for (which would include; : is e 
rn agents, ү residential, commercial, agricultural : € 1 
clear with infor- - or industrial land), the type of prop- 
erty you want (everything from an 
l ( tow- а 
nship, hostel or guest house, paying 
guest in the residential category to 
office, retail, warehouse 
_ riage halls in the commer: 


^or industrial property in the third | i dget, number of bed- 
; . Category) and the city. The search тооп: 1 oms, parking reg: 
will immediately throw эр а host of 1i 0 











also additional amenities such as 
gym, swimming pool, security, vaa- 
stu compliance and even pet-friend- 
liness. In fact, indiaproperty.com, 
which was launched in December 
last year, allows sellers to post prop- 
erty videos on their site and buyers 
to apply for property loans online. It 
also hosts PropertyBytes, which 
tracks the real estate industry in a 
blog. *The blog format opens up 
avenues for discussion of every rel- 
ated topic and article on vaastu, 
feng shui, real estate investment and 
property management,” says Yash 
Asher, Product Manager, indiaprop- 
erty.com, which has drawn over 0.2 
million registered users in 10 months 
of its existence. Says Kiran Mayee, a 
software engineer with a company in 
Chennai, who recently rented a flat 
in Rangarajapuram, thanks to the 
listings on persquareyard.com: “1 
got lots of contacts from the website. 
The best part was I didn’t have to 
wait for the weekend free ads news- 
paper to find relevant sources.” 
Highlighting the advantages of 
these websites, Rajan Sastri, Head, 
Research and Advisory, indiaprop- 
erties.com, which has over 55,000 
registered users, says, “We give the 
customer the power of choice by 
placing at the buyer's disposal an 
entire database to shortlist his prop- 
erty from. To that extent, it greatly 
reduces the customer's running 
around, saves time and money." 
The website, he explains, does not 
dispense with intermediaries such as 
brokers; on the contrary, these list- 
ings (which are also put up by bro- 
kers and builders/promoters) are 
their way of disseminating infor- 
mation about availability of property 
to the widest audience all across 
the country. “It is also the quickest 
way to publicise and the fastest 
mode to receive a response," he 
says, adding that by 2007, it is 
estimated that 65-70 per cent of 
property inventories in the metros 
and mini-metros will be listed on the 
internet, and brokers and builders 





Realty check: It takes just a few clicks 


Why You 
Should Go Online 


The reasons are many. 
Take your pick. 





Eliminates futile calls to 
over-budget brokers 


Ф Offers properties across regions 


@ Allows you to categorise and 
sort information easily 


e There are no hidden costs 
or brokerage fee 


e Allows you to look at 
photos/videos of properties 
Lets you pick the time and 
place for property hunting 


will receive over half of their res- 
ponses from such listings. 

Another of the many online real 
estate sites, persquareyard.com was 
started by Sulekha, the largest online 
community for Indians worldwide. 
Originally a part of the sulekha.com 
site, persquareyard.com was carved 
out as a separate service in May 
due to the hectic activity and user 
requirements and feedback on the 
section. The company's CEO Satya 
Prabhakar says persquareyard.com 
is not just about helping people buy 
or sell property, instead it is about 
helping a person convert a house 
into a home. “People didn't want 
just classified listings in the real est- 
ate section; they wanted information 
beyond the regular buying and sell- 
ing. Thus, we augmented the section 
into a separate site and created an 
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ecosystem of buyers, sellers, agents, 
developers, experts and linked it 
to Sulekha's classifieds so that peo- 
ple could tap into that community 
to get information—be it property 
rates in an area, lessee/buyer rights 
on taking possession of a house or 
facilities in the surrounding area," 
says Prabhakar, whose site has about 
0.25 million registered users. 


Wide Web 

Web brokers also make immense 
sense for city-slickers looking to 
buy property in tier-II towns (see 
Realty’s Two-tier Deals elsewhere 
in this section). The real estate web- 
sites list places from Calicut to 
Ludhiana, perhaps for exactly these 
reasons—all the preliminary spade- 
work can be done on the internet, 
without having to physically travel to 
these places . 

The advantages of such websites 
are particularly more valuable in a 
country like India. While in the us, 
the real estate agents follow a system 
of putting all the available property 
in а common database, which is 
accessible to all agents, in India, 
brokers are secretive about their 
clients and the properties they have 
for sale or rent. These websites help 
overcome this problem by enabling 
all the agents to post their listings on 
a common platform, thus making all 
property information available to 
all property hunters and sellers. Bes- 
ides, they also take care of the age- 
old problem of storing weekend 
newspapers and calling up agents 
who might not have the right profile 
of property you are looking for. 

If this is good news, here is 
something even better. All these 
services are provided free of cost to 
buyers and renters, It is only the 
agents, brokers, developers and 
builders who pay for their listings or 
the display ads on the website, 
which also makes them more 
accountable, professional and trust- 
worthy. So, let your next real estate 
broker be virtual. 
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The Fund Gonundrum 


What should mutual fund investors look for before investing: A winning 
scheme or a good fund house? MAHESH NAYAK answers. 


ON'T SAY THE WORDS ‘MUTUAL 
Dess to Radha Banerjee. 
She might be prompted to 
throttle you. A team leader at a 
Mumbai-based BPO, Banerjee (not 
her real name) is extremely upset 
with her mutual fund (MF) invest- 
ment. Although the bellwether 
30-share index, Sensex, has gone 
roaring past the 12,000-mark, her 
fund (Franklin Templeton's Prima 
Fund) is down almost 9 per cent in 
six months. The Sensex, in con- 
trast, is up 7 per cent. On the advice 
of her distributor (read: mutual 
fund advisor), Banerjee, 29, had 
invested Rs 50,000 in the hope of 
making a quick buck in a rising 
stock market. So, what went wrong? 
Clearly, she was taken in by her 
distributor and the fact that she was 
being advised a fund from a reputed 
house. She did not bother to analyse 
the fund's performance against its 
benchmark and peers. Says 
B. Sukumaran, MD, Canbank 
Mutual Fund: “The distributors run 
the show in the mutual fund indus- 
try. Rather than performance, they 
sell schemes of mutual funds that 
give them huge incentives." 

In fact, organisations like 
Citibank Investment Services only 
sell MF schemes of seven fund 
houses—HDFC, DSP Merrill Lynch, 
Franklin Templeton, Fidelity, 
Prudential ICICI, Principal PNB and 
Birla Mutual Fund. Vidur Verma, 
Country Director (Investments), 
Citigroup, says, “We sell products of 
МЕЅ with which we have an emp- 
anelled agreement. Going ahead, 
we are trying to tie up with a few 
more mutual funds." Interestingly 
enough, Citibank's CitiChoice 
Analysis Snapshot recommends Fra- 
nklin India Prima (that is, Banerjee's 
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"We sell products of MFs with which we have an empanelled 
agreement. We are trying to tie up with a few more mutual funds" 


Vidur Verma/ Country Director (Investments)/ Citigroup 


fund) as one of its best picks. The 
surprising part is that in the one 
year ended October 5, the fund has 
been one of the biggest laggards in 
its category, with a return of 15.2 
per cent. (The fund returned 15 
per cent in the last three months.) 
On the contrary, Sundaram Select 
Mid-cap has been the best per- 
forming fund in this category, with 
a return of 60 per cent. 

But since Citibank does not sell 
the funds of Sundaram Mutual 
Fund, investors who depended on 
Citi for advice never got to profit 
from the fund's stellar perform- 
ance. *You can't always blame the 
distributor for mis-selling," defends 
Sony Joseph, a retail distributor. 
“А few of my customers only invest 
in schemes of big fund houses like 
Franklin Templeton or HDFC MF 
and a few others only will invest 


in funds managed by Sunil Singhania 
of Reliance MF and Prashant Jain 
of HDFC Mutual Fund." 

Due to their consistent per- 
formance, investors tend to prefer a 
star fund manager. However, once 
the fund manager leaves (huge 
money and new opportunities have 
seen a sustained churn among fund 
managers, who are resurfacing else- 
where as hedge fund or private equ- 
ity investors), the scheme suffers 
and, in turn, the investors. For exa- 
mple, Sandip Sabharwal's exit from 
SBI Mutual Fund saw its perform- 
ance suffer for a while. “Rather 
than schemes, it is important to opt 
for fund houses with a process- 
driven investment philosophy," says, 
R. Swaminathan, Associate Vice 
President & National Head (Mutual 
Fund), ppt Capital Market. 

Indeed, there are instances 
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| A Personal Investment Strategy 


Here are some questions you should ask yourself before signing 
| the cheque: 


e Does. the fund have. the potential o proide the retums yoy fee 
| eet your goals? 


e Does it provide the right bala ance o exposure to the different sectors as well 
as diversified allocation to | large Caps and mid-caps? 


e Does. the investm ent fit in with your expected investment tir ime hori zon? 
e Are you comfortable with the | level of risk associated with the fund? 
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Go For 
Gold, Still? < 


Gold prices are down. So, 


should you be buying it 
nOW? ANAND ADHIKARI 


Y NO STRETCH OF IMAGINATION 

could you call Bibek Mhatre 

a savvy investor. He doesn't 
spend a whole lot of time reading 
the stock pages of financial dailies or 
devouring a book a day on, say, 
stock picking. In fact, he doesn't 
even work anymore. He's 74. But 
when it comes to playing in gold, 
Mhatre, who used to guard the 
country's borders as a Major in the 
army, could beat Dalal Street pros 
hands down. He has such a good 
feel for the market movements that, 
for some years now, he has been 
buying gold at its bottom and selling 
it as soon as it nears its peak. Take a 
recent example. In May this year, 
when experts around the world were 
predicting that the prices of the yel- 
low metal would stabilise at around 
Rs 10,000 per 10 gm, the bachelor 
from suburban Andheri (West) qui- 
etly exited from the gold market. 
So, while other investors watched 
the value of their investments in gold 
shrink over the next few months, 
Mhatre was sitting pretty. 

Mhatre seems to be naturally 
good at sensing gold's movements. 
But not all investors have that gift. 
Some investors, in fact, are still 
holding on to gold bought at $700 
per ounce (Rs 9,990 per 10 gm), 
while others are wondering whether 
investing in gold still makes sense. 
The dilemma is compounded by 
the fact that gold prices have 
dropped quite a bit. On May 12, 
2006, prices had touched an all- 
time high of $725 per ounce 
(Rs 10,368 per 10 gm), but now 
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Gold shoppers: Indian 
consumers have always had a 


thing for the yellow stuff 


rule at $580 per ounce (Rs 8,475 
per 10 gm)—that’s a correction of 
around 20 per cent. 

, purely from an investment 
point of view, is it a good time to 
buy gold? Sunil Ramrakhiani, Head 
(Commodities), IL&FS Investmart 
Commodities, thinks so, “We are 
quite bullish on gold, as the specu- 
lative positions no longer exist in the 
market. We expect gold prices to go 
up to $650 per ounce (Rs 9,404 
per 10 gm) in the next six months,” 
he says. Ditto, say other gold ana- 
lysts. For years now, the yellow 


metal has generously rewarded 
investors and that’s reason enough 
to buy it now. In the last six years 
alone, gold has returned over 150 
per cent, next only to equity. If 
you are planning to increase your 
stock of the precious metal this fes- 
tive season, then you may want to 
pick the place where you buy it, 
more carefully. That’s because the 
price, quality and even the ease of 
buying could vary, depending on 
the nature of the retail point. 


The Neighbourhood Jeweller 
Buying gold from jewellery shops is 
the easiest and the most common 
method but involves a higher cost— 
normally 10-15 per cent higher 
than the market price. There are 
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also issues of fair weight, quality 
and price. The only advantage of 
buying gold from your neighbour- 
hood jeweller is that you can sell it 
back to them with ease. But, here 
again, the consumer tends to lose, 
since most local jewellers buy back 
gold at much lower prices than the 
market benchmark price. The jew- 
eller route is recommended only 
for consumers in far flung areas 
where there are no bank branches 
or those who intend to liquidate 
the investment in the near future. 


The Commodity Exchange 

Traditionally, gold has proved to be 
a good hedge against inflation and 
that's what encourages people to 
buy gold. As an extension to this 
principle, gold today is freely traded 
just like any other commodity or 
equity on the country's two leading 
commodity exchanges. In fact, you 
get the best price of gold at an exc- 
hange, compared to a bank or a 
jewellery shop. The only hassle 
here is that you cannot buy gold 
directly; you have to buy it through 
a broker. Then, it takes a week for 
the gold to be delivered, in case 
you decide not to keep it in a dem- 
aterialised (that is, electronic) form. 
"You are assured of the best quality 
and also have the option of keeping 
the gold in demat just the way you 
do with equity," says P.K. Patnaik, 
Associate Vice President, Kotak 
Commodity Services. The icing 
here is the facility to pledge gold 
with the exchange and earn some 
extra bucks. The exchange route 





Rise and Fall 
In four years, gold prices doubled before softening. 


5.646 6,175 


10,730* 







6185 69207 








Dec. July ж July Dec. — Mayl2, Шу 084, 
2003 — 2004 2004 2005 2005 2006 2006 20% 
* All-time high Figures in Rs for 10 gm of standard gold Source- Market 
Where To Buy Gold 
Multiple Outlets Gold Bar Prices (Rs/10 gm) 
Multi Commodity Exchange 8,825-8,950 
Commercial Banks 9,500-9,750 
Jewellery Shops 9,000-9,500 
MCX rates include 3 per cent extra for brokerage and delivery charges All prices sans taxes 


is best for people who want to buy 
gold in large quantities for mar- 
riage or for festivals. Commodity 
exchanges also provide you the fac- 
ility to sell the gold back to them. 


The Commercial Bank 

Of late, the yellow metal has bec- 
ome popular as a gift item. Not 
surprisingly, then, there are more 
than a dozen commercial banks 
such as HDFC Bank and ICICI Bank 
that hawk gold just like they do 
credit cards and home loans. The 
gold “gift packs” come in various 
shapes and sizes, ranging from 
5 to 8 to 50 gm and from small 
coins to bars. HDFC Bank, for exa- 
mple, offers its 24 karat, 99.99 per 


Because free is the way to be. 





Tum to page 158 


A 


Free for Life 


cent pure gold bar named *mudra 
gold', in tamper-proof packs. 

The gold itself is imported from 
Switzerland and comes with an 
Assay certification. “We have seen a 
four-fold increase in the demand 
for gold from retail customers," 
says Chitra Pandeya, Head 
(Liabilities), HDFC Bank. The bank 
route is strongly recommended for 
people who want complete peace of 
mind in terms of quality and have 
no time or the inclination to buy 
from the commodities exchange via 
a broker. The only downside to 
buying gold from banks is that you 
can’t sell it back to them, since reg- 
ulations don’t allow them to buy 
gold from retail consumers. 
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Here comes an investment vehicle that combines the aly of debt. 
and the upside of equity. SHALINI s. DAGAR 


: VER THE LAST THREE YEARS, 
О) as the equity markets yo- 
yoed their way up from 
3,000 levels of Sensex to 12,000 
and thereabouts, many investors sat 


‘out on the sidelines. At 6,000 they i 


feared erosion of their original cap- 
ital investment. But sitting out has its 
“costs. In this case, for instance, the 
money should have doubled. Ins- 
tead, it stayed locked possibly in a 
bank account. Recently, the 
Securities and Exchange Board of 
ndia (SEBI) came out with guide- 


nes for capital protection | oriented 


schemes (Ср). by mutual funds, 

‚ offer interesting possibilities: 

estors facing this classic dilemma. 

A clutch of fund houses such as Pru 
cl, Franklin Templeton, DSP 
errill Lynch, Reliance and Kotak i is 


“CPS offer Indian investors the 
security of prinicipal protection 
. while allowing them to participate 
in the upside of equity” 


Sandesh Kirkire/ CEO/ Kotak AMC 
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about to hit the market with such 


products. Portfolio managers like - 


ASK Raymond James and Benchmark 
already have CPS. 

But what is ces and Whi should 
you care about it (see The CPS FAQ)? 


estment options and ideal for inv- 
estors who worry more about their 


principal investment than the return 


; products od 
of prinicipal protection while all —. 
lowing them to participate in the 
"upside of equity.’ 


fer them the securi 


“Rajan Mehta, Executive 


of Benchmark AMC, b 
These schemes, as the name sug- re 


gests, are relatively low-risk inv- high net worth and low or egligi- |. 


ble current income like retired ре 


on investment. So, if you are some-  : 


one who already invests in RBI 


bonds, public provident funds (PPF, 9 


| "Indian і investors trad 


est in fixed income pro 
Sandesh Kirkire, СЕО, К 


“and pial protection oriented 


The CPS FAQ. 


What is a capital protection ori- 
ented scheme? 
It is a mutual fund or a port- 
folio management scheme 
structured to protect the prin- 
; cipal investment. 
How does it work? 
À large part of the fund's cor- 
pus is invested in top-rated 
bonds, and the remainder in 
risky assets such as stocks for 
. higher returns. 
. Are returns guaranteed? 
No. Only the principal 
investment, or most of it, 
is protected. 
Who should buy a CPS? 
Investors with high net worth, 
low income streams and low 
risk appetite such as retirees. 


ensure safety of 
` plest and most. generic form, such a 
product i invests a major chunk of its 


Dan and have | onger 
horizons, which reduces: . 


prove | 
cture, they 
h w do they. * 


corpus into high quality debt, typi- 
cally government securities and 


other AAA-rated paper. The yield. . 


on such fixed income instruments is 
expected to help protect the origi 
capital i investment. Ti remainder 


а шы! fand | e 
investible funds for 


0 ек that 
ide easy liquidity. The bottom 
is this: There is no lazy way of 
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MF SCOREBOARD: SEPTEMBER 2006 
The top five performers category-wise. 










1 085 Chola Opportunities Fund-Cumulative — — мп 
2 085 Chola Growth Fund-Growth PE |. 894 
3 Reliance NRI Equity Fund-Growth — — __ 888. 
4 _ Birla Mid Cap Fund-Growth 8.63 
5 085 Chola Mid Cap Fund-Growth 8.40 
НА у. а оч 
1 Birla Equity Plan 9.17 
2 Birla SunLife Capital Tax Relief 96 —— — E 
3  BilaTaxplan 98 E __ 855 
4 ІМС Vysya Tax Saving Fund-Growth С 1989 
5 085 Chola Taxsaver Fund-Growth 6.61 
(0 EOE ss REE Î 


1 Reliance Banking Fund-Growth _ 

2 UTI Thematic Banking Sector Fund-Growth 
3 Prudential ICICI Infrastructure Fund-Growth 
4 ШТ Thematic Auto Sector Fund-Growth 

5 Reliance Diversified Power Fund-Growth 





BALANCED FUNDS 
1  BiraSunLife 95-Growth X 
2 Birla Balance Fund-Growth "e 511. 


| 
E 


3  UTIBalanced Fund-Growth 5.49 
4  HDFCPrudence Fund-Growth 548. 
5 ЈМ Balanced-Growth 5.03 
т. FEA OST a GERE 
1 Prudential ICICI Income Multiplier Fund-Cumulative 2.57 
2 Birla Sunlife MIP-Growth — 1242 
3 Bila MP-Growth 213 
4  HODFCMP-LTP-Growh = (22H 
5 Birla MIP II-Wealth 25-Growth 2.05 


INCOME FUNDS 


1 Prudential ICICI Income Fund-I P-Growth MEESI, 
2 Prudential ICICI Income Fund-Growth — — NES 
3 PRINCIPAL Income Fund-I P-Growth ESAS 
4 Standard Chartered Tristar $епез-1-Р!ап A-Growth 130. 
5 PRINCIPAL Income Fund-Growth 1.29 


LIQUID FUNDS 


1 DSP ML Liquid Plus Fund-IP-Growth 0.60 
2 LICMF Liquid Fund-Growth — 0.60 
3 Prudential ICICI Liquid Plan-FII-Growth 0.59 
4 UTI Liquid Fund-Cash Plan-IP-Growth = 059. 
5 Birla Cash Plus-Institutional Premium Plan-Growth 0.59 
Absolute returns percentage as of September 29, 2006 
Source: MutualFundsindia.com 
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Close-ended Schemes 


How to separate the wheat from the chaff. 





Dilemma: Which close-ended fund to buy? 


THERE'S A CLOSE-ENDED FUND HITTING THE MARKET EVERY SECOND 
day, so how do you tell the winner from the loser? By keep- 
ing your eyes peeled and doing some due diligence on the 
schemes. The first thumb rule is to avoid small fund 
houses with portfolios skewed towards risky equity. 
Always go for established fund houses with a track record 
of performance in both equity and debt funds. Some 
fund houses such as HDFC, ICICI, Templeton, and 
Reliance Mutual Funds fit the description readily. 

Also, carefully look at the scheme's investment 
objective and align it with your own investment goal. A 
portfolio of mid-cap stocks has the potential to offer ext- 
raordinary returns, while the one comprising large- 
cap stocks may offer you realistic returns with guar- 
anteed capital protection. In fact, a close-ended fund of- 
fers ample scope for fund managers to take a long po- 
sition in growth-oriented stocks and even try out mid- 
caps and small caps. "Longer the tenor, the better it is 
for the fund," says S. Swaminathan, Head (Mutual 
Fund), IDBI Capital Market Services. 

Unlike an open-ended fund, a close-ended fund locks 
money for a pre-defined period of six to 15 years. "Look at 
the debt component (ideal is between 10 and 30 per cent), 
as in the longer run debt has the potential to offer returns, 
besides safety of capital," explains an equity analyst. 
With Dalal Street back at 12k levels, investors are once 
again getting tempted to bite open-ended schemes, but a 
close-ended scheme makes more sense for those who 
can separate the wheat from the chaff. ш 

ANAND ADHIKARI 
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Ru le H 1 : TODA 
Never take 


your eyes 
off the ball. 


Pick up the latest issue of Golf Digest India 
"^ and get a Callaway Warbird golf ball 
absolutely free. Let the game begin! 


(5, VIEWS, reviews, Vital tips, valuable insights and a free golf ball! The October is 
f Golf Digest India holds amazing surprises for you. So, hurry. Grab your copy n 


п newsstand copies only till stocks last 





EXPERTS CALL IT A DO-OR-DIE SITUATION. 
WE CALL IT THE FINAL INNINGS. ARE YOU READY? 





PAWAR 


DEEPAK G 





BECKONING CAREERS 


Odds On Eves 


There’s a scramble for quality talent, so many previously male-dominated sectors are 
brushing aside unseen barriers and aggressively hiring women. RAHUL SACHITANAND 


A nice take-off: R.D. Madhukrishna (right) with Air Deccan’s Gopinath 


HE CROWDED TARMAC 
at Bangalore’s cramped 
airport isn't a pleasant 
place to be in most of 
the time. Planes are tak- 
ing off and landing every few min- 
utes, fuelling rigs, passenger trans- 
port vehicles and luggage carriers 
are jostling for space; and thou- 
sands of people are rushing around 
trying to keep the airport opera- 
tional. Amid this bedlam, Reshma 
Singh, Head (Logistics and 


Procurement), Air Deccan, India's 
first low-cost carrier, is busy man- 
aging the back-end of this tightly- 
run carrier's operations. As the log- 
istics head of the Bangalore-based 
airline, Singh, 35, who worked for 
10 years with the Indian Air Force 
before moving to Air Deccan two- 
and-a-half-years ago, manages the 
procurement, stocking and ship- 
ment of spares and supplies that 
keep the airline flying. She has to be 
on her toes throughout the day but 





“I don't ask for or get any special 
favours as a woman”. 

The carrier employs women pil- 
ots and ground staff as well, says 
G.R. Gopinath, Air Deccan's 
Founder and Chief Executive, 
adding: “Women can perform these 
roles as well as men. So, there's no 
reason not to employ them." The 
Centre for Asia Pacific Aviation est- 
imates that Indian carriers, which 
are currently facing a shortage of 
450-500 pilots, will need about 


Women are silently breaking through that 
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) 2,000-2,500 additional pilots over 
the next five years. The implica- 
tion: greater scope for women in an 
area, which has traditionally been 
dominated by men. *Women pilots 
weren't taken very seriously, ear- 
lier. But given the massive demand, 
there is little doubt that we will see 
more women in this profession," 
says R.D. Madhukrishna, a woman 
pilot at Air Deccan. 

It's happening across sectors. 
Women are silently breaking 
through that invisible barrier called 
gender bias and proving themselves 
in previously male-dominated sec- 
tors, thus, paving the way for other 

i women to follow. 

Tata Steel, in fact, has a pro- 
gramme called Tejaswini at its plant 
in Jamshedpur to pro-actively pro- 
mote gender equality in the work- 
place. Result: there are plenty of 
women taking up frontline, *phys- 
ically challenging" jobs. Renu 
Kerketta works as a Manager in 
the Electrical Transmission & 
Distribution Department of Tata 
Steel. *The job is very challeng- 
ing"—it involves maintaining and 
operating high tension electrical 
equipment and co-ordinating 
power flow management—"as we 
have to ensure reliable power sup- 
ply at customers’ premises," says 
Kerketta, who joined Tata Steel 

2 as a Graduate Trainee in 2004 
after completing her ВЕ. 

Sweta Sharma, a Manager in 
Tata Steel, has also broken gender 
stereotypes in the male-dominated 
steel sector. She works in the Cold 
Rolling Mill of the company which 
produces galvanised steel. “Every 
day, I face new challenges. But with 
my technical background, | feel I 
belong to the shop floor rather than 
in an office,” she says. 

Says B. Muthuraman, MD, Tata 
Steel: “Tata Steel has anticipated 
the emerging needs of the modern 


SHAMIK BANERJEE 









WOMEN ON TOP 


Who is hiring? 
Aviation, manufacturing, petrochemicals, power and 
infrastructure companies. | 


Why? 
There's a war for talent and quality recruits; so gender 


roles are getting redefined. 





For what jobs? 
Previously male-dominated jobs such as shop floor or 
production engineers, pilots, flight engineers and project 


managers. 


At what salaries? 
These are at par with what men in similar positions get. 


E ue tt 


Tata Steel's Kerketta: Whe 





Indian woman and is providing all 
facilities and support to enthuse 
them to take on assignments that 
will place them on an equal footing 
with their male counterparts." 
Women, in fact, are also leaving 
the safety of their homes and cities 
and taking up assignments as proj- 
ect managers in far-flung areas of 
the country. Punj Lloyd, for ex- 


n it comes to work, more is less 


à 1) 
S Жо 


ample, employs several women en- 
gineers and logistics specialists at its 
road projects in Assam. “I was a lit- 
tle sceptical when some women 
came to us earlier this year and 
said they wanted jobs on site," ad- 
mits P.K. Gandhi, President (HR 
& Administration), Punj Lloyd, 
*but I was also happy to see their 
confidence. There is a cultural dif- 


t 
_ invisible barrier called gender bias 
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SHAMIK BANERJEE 





Breaking the glass ceiling: Sweta Sharma, Manager, Tata Steel (left) and Reshma Singh of Air Deccan 


ference between India and the 
West, which, I’m glad to note, is 
closing by the day." Adds Sukhada 
Pal, нор (Quality Control, NH 31 
Project), Punj Lloyd: *Our proj- 
ect site is 350 km from Guwahati, 
but I don't have any problem 
working on site." 

Then, companies like ONGC, 
Reliance and Shell now employ 
women on oil rigs and in other on- 
site assignments. Xelene Aguiar, a 
Petrophysicist at Shell Technologies 
India, says she has always been an 
outdoors person. *My job gives me 
exposure to the outdoors and also 
allows me to come back and inter- 
pret the data we collect. Earlier, 
many women weren't ready to do 
this; and companies, too, weren't 
keen on hiring women for such jobs. 
But these mindsets are changing," 
she says. Adds Suparna Majumdar, 
Reservoir Technologist in the same 
company: "The conditions on oil 
rigs are very rigorous. But I can 
take care of myself; so why should 
the company have a problem?” 

But is working on-site safe for 
women? “We make all arrange- 
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ments to ensure their security and 
comfort," says Punj Lloyd's 
Gandhi. *We take care of their 
food, laundry, transport and all 
other personal needs so that they 
can concentrate on their work." 
Majumdar accepts that some 
women are uncomfortable working 
with groups of blue-collar workers 
but Aguiar points out that “women 
do require security but, in the first 
place, safety should be assured for 
every employee". 

Air Deccan's Singh says the 
workplace has become much more 
gender-neutral today than it was 
even a few years ago. "Skills, and 
not gender, are the main determi- 
nant of success," she says. Did she 
face problems of acceptance from 
her male subordinates? *This is a 
very challenging job, and I wasn't 
taken very seriously initially. That 
attitude, however, changed once I 
proved myself," she replies. 

In the Peenya Industrial Estate 
on the outskirts of Bangalore, 
Rekha Subramaniam heads 
Swedish power equipment major 
ABB's Reactive Power 


Compensation Systems & 
Products Business Unit and has 
worked her way up the ladder, 
fighting off initial questions over 
her capabilities and commit- 
ment—only because she was a 
woman. The electrical engineer 
from Madras University has 
worked her way through several 
manufacturing and management 
functions over the past 26 years. 
Prior to her current assignment, 
Subramaniam headed the Relays 
Business Unit for the company. 
“А common mindset when it 
comes to working women is a 
scepticism about career commit- 
ment and the ability to balance 
both domestic and work-related 
issues," she says. But having 
proved her capabilities, Subram- 
aniam admits that *today there 
is a much higher level of acc- 
eptance when it comes to women 
in the engineering space." And, 
indeed, in so many other tradi- 

tionally *men's jobs". 
ADDITIONAL REPORTING BY 
RITWIK MUKHERJEE AND 
SHALEEN AGRAWAI 
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Building Images 


Big demand for corporate communications specialists. 


PEAK TO ANY HEADHUNTER AND НЕ. TELL YOU THAT 

S there’s been an explosion in demand for com- 
munications specialists. “The corporate sector has 
realised the importance of image-building,” says Ronesh 
Puri, Managing Director, Executive Access, an executive 
search consultant. “A corporate communications man- 
ager has to communicate the right message and right 
image to all stakeholders—customers, government, 
community, shareholders, business partners, and others,” 
adds Senjam Raj Sekhar, Head (Corporate 
Communications), Bharti Airtel. Result: corporate com- 
munications managers have evolved from being media 
managers earlier to becoming brand custodians and 
brand managers for most companies. Many firms have 
even placed customer relations and investor relations 
under this function. The skill sets required include the 
ability to handle media, good EQ, ability to maintain 
relations and above all, a good understanding of business. 
SHALEEN AGRAWAI 


FACT BOX 

WHO'S HIRING? Almost every company in the country; NGOs; 
multilateral agencies and specialised PR agencies. 

WHO'RE THEY HIRING? At the entry level, companies now look for 
people with post-graduate degrees/diplomas in mass media; 
many media personnel are also joining companies at mid- and 
senior levels. 

AT WHAT SALARIES? Entry level salaries can range from Rs 1.2-3 
lakh per annum. Professionals with five-to-seven years experi- 
ence can earn Rs 10-15 lakh p.a.; this can rise to Rs 75-90 lakh 
р.а. at senior levels. 

WHAT'S THE DEMAND LIKE? There are no official figures available, 
but headhunters estimate that Indian industry and NGOs will 
|^. Ov DM ean E 


COUNSELLING 


HELP 
TARUN! 


О: | have just been promoted to a senior management pos- 
ition in my company. | enjoy my work but do not like the 
culture of spending 12-14 hours in the office like my 
male colleagues, though the quality of my work output is 
equally good. How do | go about this situation? 

As a senior manager, you have to realise one thing— 
you may have to work long hours as and when req- 
uired. There is no rwo ways about it. However, if this 
is a daily routine then it could very well be the culture 
of the place. Just try and put in more into the hours 
that you work and see if there is any backlash or sar- 
castic comments from your colleagues. Otherwise, 
start looking for a new job. 





Q: | am 20-year-old B. Com graduate and am planning to 
pursue an MBA, preferably from one of the IIMs. How do 
| go about it? Should | appear for CAT or should | gain some 
work experience by taking up a job? Please advise. 
Taking the Common Admission Test or CAT is а 
good idea. So, start preparing for it ASAP. You can do 
so by attending classes or by reading books on the sub- 
ject. However, if you do not get through CAT in 
your very first attempt, don't be disappointed or 
disheartened. Take up a job instead and continue 
to broaden your horizons. 

Answers to your career сопсет are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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Flagship. Infrastructure Pvt. Ltd., 





Commercial/Procurement Delhi, у. 


"The required candidate s 
with export/impo t 





and customs. 


15-25 Years, 247328 


all business groups. He will be expectei 
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Chief Operating Officer | (C00), 
Pune, 25-35 Years, 2476885 

Person should be well aware of “integrated 
township, SEZ & ènvirönmental policies of 
the Government & should have been involved 
in planning, negotiations & consultations at 
various levels for the integrated township. 


GSS America Infotech Ltd., Delivery. 
Manager, Hyderabad, 10. 15 хе 
2478784 5 

The key responsibilities would be suppor ng. 
and developing. projects às per the. signed 
SLAs and productivity commitments, 
delivering | projects as per committed timelines 
and budget. 













HCL Infosystems, $ 
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experience in building p 
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Mictosoft SMSG, Direc 
Affairs, Delhi, 15 - 20 Yea 
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E. aging Editor, Bangales ; 
10- :13 Years, 2453379 

“The successful candidate wi 
. for the accuracy, relevancy 
| the overall team output; 


display leadership in all. aspects. ass 
with the function and its work and торк 
strategic guidance, | | 









Oracle India Pvt. 
















2496223 | 
Will be. supporting р! 
secure the right project rest 
time апа. right. cost, | 
guidelines. for developing 
Mitigation strategies and : approving! 
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Our sharp search engine 


finds you the right job. Always аңы 
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Sales and Marketin 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Search for a job with a Monster 
by your side 


Monster has the best employers hiring online...Get noticed 
Post your Resume for FREE 
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Does your 


Opinion count? 





Or, are you in the organizational no man's land? You know To begin with, at Feedback Consulting, you will get a chance to 
what we mean; bursting with insights and ideas that have mine the right data from the ground; we believe that data 
© been killed in friendly fire so often that now you have decided driven opinion is any day better than "I think so". You'll find 
_ to keep your mouth shut. Do you have the right brain-left Feedback Consulting small enough to be personal and cozy ; 
| ‚фай combination that is equally comfortable with structured (100 people spread over 4 cities); and large enough to give you $ 
-< analysis and taking leaps of imagination? true job satisfaction (over 1400 engagements that have ; 


o enabled over US$ 5 bn worth of investments). 

If your answer is yes, yes and yes, then why are you where you 

are and why are you doing what you are doing? FEEDBACK is expanding its operations and currently requires 
v l people for project execution in Bangalore, Chennai, Delhi and 

_ Welcome to Feedback Consulting. You may never have heard Mumbai. This covers the gamut from project planning, 

About us. That's good, because what it means is that we are information collection, analysis, report writing and client 





пої big enough to choke you. Feedback Business Consulting interaction. For businesses in Engineering, Healthcare, IT, 
Services Private Limited is India's premier research based Retail, Construction, Automotive, Electronics, Chemicals, 
с consulting firm focusing on business-to-business (B28) Pharmaceuticals, etc, 
engagements. in addition to conventional industrial research, 
Feedback specializes in strategic consulting to assess Interested? You should be dynamic, innovative, goal driven with 


opportunities across diverse businesses. strong analytical and communication skills. 





г Think about it. ls it time to stand up and be counted? And have your opinion counted as well. Or, is it back to the same old grind? 





Fog lights for your business 
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Technology is simplifying life. Dissolving barriers. 










With strong domain expertise in fixed and mobile, 


'aiobalenterprises. 





Solution Consultant - Mumbai, Chennai, Bangalore, Hyderabad 
& Delhi 
The position demands clear understanding of the clients' 
requirements and turning them into solutions based on Orange 
Business Services products and services. Objectives include 
achieving апа exceeding revenue targets by identifying and 
creating business opportunities, particularly in the IP telephony 
` and voice solution sets in South East Asia and India. Should 
possess a relevant degree in telecommunications/IT with at least 
8 years experience of technical sales support in 
network/telecom/IT services and solutions environment. 
Account Manager - Mumbai, Delhi, Hyderabad & Chennai 
Core responsibilities include developing new accounts in India for 
our network and IT services from large Indian companies in key 
Verticals like Financial Services, IT/ITES and Healthcare; сату 
and deliver order and revenue quota. An engineer, preferably 
MBA, with minimum 10-12 years of experience in {T/Telecom 
solution sales, having enrolment skills and exposure to protracted 
negotiations in complex customer environments. 
Marketing Manager- Delhi & Mumbai 
The role demands constant innovation to enhance brand visibility 
: of Orange Büsiness Services through organizing and managing 
n high impact events and active influencer contact programmes. 
i2; Creating and executing an annual marketing plan with clear, 
Coherent objectives and supporting/adapting global and regional 
comi eting initiatives in India. A Graduate, preferably MBA, with 
‘minimum 7-10 years of experience in. B2B marketing with 
technology/services industry, Preferred attributes: include 
exposure to below-the-line activities, ability to execute plans 
single-handedly and strong relationships with relevant media and 
analysts. 
Business Development Manager - Delhi 
Responsibilities include developing strategic go-to-market 
alliances alongside creating technology partnerships with key 
tech partners апа ensuring an efficient pipeline flow from tech 
partners to Orange Business Services sales team. We require an 
`: MBA with 10-15 years of experience in the IT industry, having 
,felevant experience with IP-related products and services or 
network . integration/professional services companies. A well 
placed network of relationships at senior levels in the IT and 
t". Telecom industry and prior experience in ‘Strategic Alliances’ role 
will be preferred. 











Arms Advertising/orange/246/06 


‚ Extending the power of 
Orange to businesses in India 









E Global Communications Mobility Secured Applications Outsourcing 





orange-business.com 


Opening up new opportunities. In this quest, Orange 
Business Services is effectively leading the worldwide movement towards converged communications, 
voice and data, VPN and managed services along with a 
global reach across 220 countries, Orange is simplifying daily business complexities for thousands of 


E Orange Business Services represents the business communications solutions and services provided by the 
“France Telecom Group, previously brought to you under the France Telecom, Orange, Equant, Etrali, 
Almerys, EGT, Expertel Consulting, France Telecom Intelmatique, SETIB and Solicia brands. 


We are expanding rapidly in India, investing in infrastructure and top minds in the business. H you are 
charged by the possibilities of technology and believe inal 






ife sans barriers, we may have aseatforyou. 









Billable Solution Consu 
& Hyderabad 
Responsible for providing billable consulting services and 
delivering complex. technical solutions to customers 

y and. 





Mumbai, Delhi. Bangalore 


around the areas of VolP, IP contact centers; IP Tel у 
Security. Owns the high level and low level technical design from 
concept to subsequent implementation. Arelevant degree with at 
least 8 or more years of experience as technical sales support in 
network/telecommunications environment. С tes: with 
previous consulting experience and CCIE certification willbe 
preferred. 

Outsourcing Program Acirninistrators - Gurgaon 

A position in the outsourcing business unit; responsibilities span 
across order entry, validation and follow-up of order provisioning, 
inventory and billing information maintenance, cost reporting, 
tools support, to customer claim management; information 
Support and cash collection. A prior experience in order 
management and data maintenance, as well as basic finance and: 
accounting skills will be the ideal preference. A background 
technical knowledge of telecommunications. will also be 
preferred. 








Global Billing Manager (integra vides) Murni 

Core responsibilities include bill. run management delivery of on- 
time and accurate billing, identify/resolve billing queries, migration 
of billing functions and strorig people management. CA/MBA with 
7-10 years of experience in billing will be preferred. 

Manager Training & Talent Development - Mumbai 

Role demands setting up and managing training functions for 
global contract administration and. billing operations, providing 
process and tools training to team members “alongwith 
performance management, training and talent development 
initiatives. 6 to 8 years of relevant experience will be preferred. 





Mail your resume to careers-indiaGorange-ft.com 
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White gold? r quality of cocoons is а 
lament g reelers at the auction Rouse 
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Bound, in Silken Chains 


Outdated technology, domineering competition, and an inability to raise 
funds for expansion and modernisation could ring the death knell for the 
industry in Ramanagaram, the silk town of India. RAHUL SACHITANAND 


MT 
\ Ww АЛӘ, iV, 
11 a.m., Government Silk Market, 
Ramanagaram, South Karnataka 


) 


N THE FACE OF THINGS, THERE SHOULI N'I 
® be any cause for concern over the state 
lof the local silk industry in Raman- 
agaram, a small town on the congested 
Mysore Road, some 50 km from the 
bustling technopolis that is Bangalore. The govern- 
ment-run silk market and auction house is a beehive of 
activity, as farmers bring in their cocoons and pa- 
tiently wait for an auction to be completed and their 
produce to be auctioned to reelers from the neigh- 
bouring localities. Assistants sling large sacks of cocoons 
onto their heads and stagger out of the market to 
nearby reeling units. It is estimated that some 50 
tonnes of cocoons, valued at Rs 60 lakh, are traded 
every day and more than 7,000 people (across farm- 
ing, reeling, and other operations) are employed in the 
local silk industry. Government officials, including B.C. 
Kempegowda, the Deputy Director of Sericulture, 
are quick to intercept this writer at the entrance of the 
silk market, insisting on giving us (the photographer 
follows close behind) a guided tour of this facility and 
“helping out” with any other requirements. 
India currently is a distant second to China in the 
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Hard work and minimal returns: Many reelers are 
reported to have moved to Bangalore or other jobs 


global silk market, producing some 16,000 tonnes of 
silk annually, with over 60 per cent of this amount com- 
ing from units in Ramanagaram and other small towns 
in Karnataka. “Ramanagaram is the silk capital of the 
country and this is the largest silk market in Asia,” 
Kempegowda says over a piping hot glass of almond 
(badaam) milk in his corner office. Outside, however, 
the mood is not so genial, as farmers and reelers claim 
that the government is interfering too much with 


OLOHd N4* Ad SHAVUDOLONG 


> 


12 Helicopters, Aero-engines, Industrial & Маппе ы Turbines, Aedes, “Asionies ч Stes and Struct 
Corinna for Satellites & Launch Vehicles. 


: Centres / Offices: 


POS T 
CEO Indo Russian Aviation Ltd URAL | 
General Manager (LCA Programme) - Ї y 





"General Manager (Marketin : | | к“ i 


Addi. General Manager (Programme Management Group) Bangalore 








Addl. General Manager (Quality) Bis 





| Addl. General Manager (Equipping & Erection) 
| Addi General Manager (HR) — 


DESIGNATION GRADE SCALE OF PAY MINIMUM EMOLUMENTS 
(Basic + DA) 


General Manager je | | Rs.20500 - 500 - 26 s.33,866)- pm. 
Addl. General Manager vill _ Rs.18500 - 450 - 23900 | - Rs.30, 562]- p.m. Я 

















- Further details jar ding Age, Qualification, Experience requirements, Relaxation & Concessions, Mode of 


S  applyi ing, Selection Procedure, Pay, Allowances & Perquisites etc can be had by visiting HAL website at 


`: www.hal-india.com. 
= Applications: should be submitted strictly ‘ONLINE’ by logging оп to HAL Website: www.hal-india.com between 


16.10.2006 and 31.10.2006. Applications will not be accepted through any other mode. The last date for 


- submission of application is 31.10.2006. Application Fee of .200/- non-refundable (wherever applicable), in the — | 
< form of Demand Draft, should be sent to the Chief Manager (Rectt): HAL Corporate Office; 15/1, Cubbon Road; 
P.B.No.5150; Bangalore-560 001. The envelope should be superscribed as ‘Demand Draft’ in BOLD LETTERS. 
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prices and facilities are inade- 
quate at this market. *The 
quality of cocoons is very poor 
at this market, since farmers 
are greedy and want to dump 
their produce in this market. 
You need at least a week for 
the cocoons to mature, but 
they bring it here in two-three 
days itself," says Pyaare Jaan, a 
local reeler. Farmers, however, 
are quick to retaliate, con- 
tending that reelers and their 
buyers lower prices, creating 
artificial surpluses or claiming 
that cocoons are of inferior 
quality. “Prices can vary from 
Rs 130-140 per kg on one day 
to Rs 90-100 the 
next," says one agg- 
rieved farmer. 

At Naalbanwadi 
Mohalla, the sense of 
discontent is evident, 
with some former reel- 
ers reportedly reduced 
to daily wage earners in 
Bangalore and others res- 
orting to running kiraana 
stores or scrap yards. “We 
would like the government to take a more active role 
to help the industry,” says one farmer. Government off- 
icials admit that as larger towns such as Bangalore 
and Mysore offer more lucrative opportunities, an 
involuntary migration seems inevitable. 

Kempegowda, however, insists that the govern- 
ment has a handle on things and hasn't let the situation 
spiral out of control. *There was a recession two-three 
years ago when the monsoons failed and the entire 
industry went through years of struggle," he tells this cor- 
respondent as we walk through the section selling pale 
yellow multivoltine grade, towards the snow white 
(higher quality) bivoltine variety. An industry strug- 
gling to recover from a near fatal recession over the last 
couple of years (according to some unofficial estimates, 
500 of the 2,000-odd reelers in town shut shop) means 
that banks are saddled with debts of at least Rs 5 crore 
and are unwilling to lend any more. “Reelers over- 
stretched themselves four years ago and when the 
downturn hit, many of them defaulted on their loans," 
an official with the local State Bank of India branch 
claims. Because of these defaults, many of the reelers 
have remained saddled with outdated production equip- 
ment that has only widened the chasm between them 


















and their Chinese counterp: 
“Ramanagaram is just ab 
4 managing to survive today, 
urgently needs to upgrade 
semi-automatic or autom; 
reeling equipment and lar 
p production facilities to s 
> competitive,” says M. Imi 
Pasha, Proprietor of sim S 


t and the President of the L« 
g *  Reelers Association. 
E: Aside from internal 














problems, Ramanagaram’s silk ir 
ustry has been affected by dumpi 
by Chinese manufacturers. *Dumpi 
has affected this industry tremendously over the last 1 
24 months and only the imposition of a stiff an 
dumping tax has helped recently, since it broug 
prices to near parity," claims Kempegowda. The iss 
of dumping gets some high-profile support, wi 
Karnataka's Chief Minister and, incidentally, the lox 
MLA, H.D. Kumaaraswaamy, promising to lend a hel 
ing hand to the industry. “Because of dumping | 
Chinese players, our silk industry has been hit hard. N 
government is taking all measures possible to he 
sericulturists, be they mulberry farmers, silk twister 
yarn traders or silk producers,” says Kumaaraswaam 
Meanwhile, Kempegowda points out that expansic 
and modernisation plans are afoot for the Катапарага 
Silk Market and work will proceed as soon as tl 
green signal is received. “We have sent the governme: 
a Rs 50-crore development plan for this market ar 
hope to receive their approval soon,” he claims. Part : 
this amount, will be used to expand the existing aucti 
space and to set up automated machines (on the lin: 
of an ATM) to deliver cash to farmers," say 
Kempegowda. While the 5,000-year old silk industi 
has managed to rapidly convert itself from a cottag 
industry into a large-scale operation, it remains to Ё 
seen which silk route Ramanagaram's units take. ш 
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J Entrepreneurship 101 


Lessons in successful entrepreneurship from one 
who's been there and done that. R. SRIDHARAN 


THE HIGH-PERFORMANCE YPICALLY, BOOKS ON ENTREPRENEURSHIP COME 
ENTREPRENEUR | in two varieties. One, from motivation 


: gurus or professional writers, and the other 
By Subroto Bagchi from really big entrepreneurs (like Richard Branson) 
bie on how they cracked it. And usually, neither is a ful- 
дм Rs 395 filling answer to someone who wants to figure 
out how to become a successful entrepreneur. 
The problem with the first variety is obvious: It's 
mostly written by people who have no experience 
of starting and running a large business but, just the 
same, feel compelled to advise others on the subject. 
The problem with the second variety is that it is | 
largely individual-specific. Autobiographies don't 
offer distilled rules that can be generally applied by 
everyone else. Thanks to Subroto Bagchi, we now 
have a third, and a vastly more useful, variety: A 
practitioner's guide to entrepreneurship. 

Bagchi, readers would know, is one of India's 
best-known tech-executive-turned-entrepreneurs, 
who teamed up with a bunch of colleagues from 
Wipro, including Ashok Soota, to launch MindTree 
Consulting, an IT consulting company, in 1999. In 

The High-Performance Entrepreneur, Bagchi sets out to lay down the 
“golden rules for success in today’s world” based on his and his partners’ 
experiences within and without MindTree. Written in a simple and 
straightforward style, the book offers to be the entrepreneur wannabe's 
friend and guide. To that effect, it's almost designed like a manual. 
There are 18 chapters in the book, all of them meant, first, as advisories 
and only then a lesson on how MindTree did it. “When Do I Know if ат 
) Ready?', ‘Writing a Business Plan’, and ‘Managing Your Money’, therefore, 
i are some chapters you'll encounter in the 244-page book. 

But make no mistake. The High-Performance Entrepreneur is no evan- 
gelic spiel on entrepreneurship. As an entrepreneur who's come up the 
hard way, Bagchi doesn't for a moment pretend to be a cheerleader for 
starry-eyed youngsters, keen on striking out on their own. He's more 
like a football coach—brutal, honest, but always well meaning. 
Therefore, in the book, you'll hear him say things like “If you don't need s 
the money, do not start a company"; *Comfort with postponed grati- 
fication is a critical requirement of entrepreneurship’; or “the best 
way to make an organisation opaque is to bring in relatives”, 

To Bagchi's credit, he doesn't think anyone needs to read a book on 
entrepreneurship to become an entrepreneur. “You really do not need to 
read this book—for that matter any book—to start your own enter- 

г prise,” he advises. Just like “...no amount of reading about romance is equal 
E © to the act of falling in love...the actual experience (of entrepreneurship) 
+ - js in the enactment. So, go on and do it,” he urges. Indeed, but if you want 
-. to avoid costly mistakes, ће Rs 395 you spend on Bagchi's book may be 

~~ the best investment your start-up makes. 
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Shutterbug CEOs 


What do Indian CEOs do when they are not 
helping push India's GDP growth rate to ever 
higher trajectories. Well, several of them 
are very good amateur photographers. 
Here's a random look at their skills 
behind the camera. Е. KUMAR SHARMA 
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33/ CEO & MD, Ranbaxy Laboratories 
CAMERAS: Nikon FM, Nikon FM2 and Nikon F3 





Singh’s interest, which first became evident in school, 

led to him winning the first prize at the inter-col- 

lege photo competition while at St Stephen’s College, 
Delhi. He started with a “locally-made camera” (he 
doesn’t remember which one), graduated to using 
Nikons from his early teens and now has the Nikon FM, FM2 
and F3. Singh inherited his interest in photography from his 
father and maternal grandfather. He gets very little time these 
days to devote to his hobby but still indulges himself when 
on holiday. Over the years, Singh has built a huge collection 


of wildlife, action, nature, architecture and portrait photo- 
graphs and prefers analogue to digital cameras though he 
does find the latter more convenient. 





G.V Prasad 
45/ Vice Chairman & CEO, Dr Reddy's Laboratories 
CAMERAS: Nikon D70, Casio Exilim, Sony Cyber-shot 


“I like to watch nature and I particularly like bird watching,” says Prasad. 
Thrice every year, he travels out with his camera, three lenses, a tripod, 
Leica binoculars and a Swarovski scope to capture his magic moments. 
Prasad first became interested in photography as a 12-year-old when he 


received a Kodak camera as a gift. Eight years later, he was the proud owner 


of his first professional camera, a Nikon EM. He 

has learnt the nuances of photography on his 
own and by experimenting. “Technology is 
50 good these days that you get good pictures 
quite easily,” he says. He is also getting lucky. 
Recently, at his home in Banjara Hills in 
Hyderabad, he spotted and shot (with his 
camera) a hornbill and a kingfisher! E^ of 
killing two hardly w^! 


63/ CMD, Sundaram Brake Lining 
CAMERAS: Nikon D70 and Nikon D200 


He has been shooting pictures ever since he 
was seven. And in the 56 years since, he has 
used a wide range of cameras—he started 
with the Kodak Box Camera in 1951, used 
the Contax 35 mm range finder camera from 
1955 to 1970, the Rolleiflex from 1962 to 
1968, then moved over to the Cannon 

T90 SLR and now 
uses the Nikon D70 
and the Nikon 
D200. How did he 
develop his interest 
in photography? “It’s 
in the genes,” he says, 
adding that he grew 
up seeing his father, 
uncle and cousin 
shooting photographs. He was able to hone 
his skills by what he calls “asking for criticism 
and by talking to people.” Mahesh picked up 
the essence of shadow play (in black and 
white pictures) through his association with 
Harry Miller (the then chief photographer of 
The Indian Express in Chennai in the early 
60s). He began by shooting photographs of 
the Gods (Chitra festival), but now prefers to 
shoot the people, and their emotions, there. 
Over the years, his collection has grown to 
over 6,000 photographs which he plans to 
publish as a book soon. 
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SHAMIK BANERJEE 


| ^ 


* 86/ Chairman, B.K. Birla Group 
CAMERA: Olympus Super Zoom 76 multi AF 


His photographs capture nature; they capture youth; and most importantly, they are sensitive and warm. As 
, the 86-year-old patriarch of the Birla family leafs through these magic moments, frozen in black and white. 
his voice is full of emotion. *I was always fascinated by photography. The new box camera aroused my in- 
terest," he says, recalling how he took to photography in 1931 with a Kodak box camera gifted to him by his 
| father. “Gradually, the interest grew. So did my capability and confidence," says B.K. babu (as people refer 
| to him affectionately and respectfully). Eventually, he became the family photographer of sorts, recording the 
history of the Birla family—and, by extension, the history of the development of Indian industry—on a va 
riety of cameras, among them the Contax, Asahi Pentax and Nikon. In the 50s, he delved more deeply into 
his hobby—leaving home on foot at the wee hours of the morning and shooting for five-six hours at a stretch. 
“Maybe four or five out of 20 shots used to be good,” he recalls. “But that gave me the confidence and the 
+ courage to participate in photography exhibitions in big cities across the world. For an amateur photographer 
like me, it is an honour to get an entry in such exhibitions. Many of my photographs received high com- 
mendations and around half a dozen even won top medals and awards,” says Birla. He now uses an 
Olympus Super Zoom 76 multi AF camera. “At my age, I cannot manage bigger equipment than this,” he says. 
His book of photographs, Frozen in Time, was published in December 2003. 
RITWIK MUKHERJEE 
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51/ Chairman, Nicholas Piramal India 
CAMERAS: Nikon F100, Canon EOS 5D and Canon EOS 1D 


He was always attracted to photography but it took a programme on 
the subject organised by the Indo-American Society in 1973 to get him 
hooked. Result: he now has a rich collection of about 
10,000 pictures—typically wildlife, nature and holi- 
days. For wildlife shoots, he usually carries two 
cameras with him. But learning the nuances of pho- 
tography was not easy. He found his way around the 
problem by reading up on the subject and by relying on 
experience. Today, he is seeking professional help and is 
learning new techniques, including ways to improve pictures using 
Photoshop. His first camera was a Nikon (F3 or F100, he does- 
n't remember). Piramal prefers sticking with the Nikon fam- 

ily of cameras for still pictures. In the digital space, he has 
opted for Canon EOS 5р and the Canon EOS 1D. 
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It's thanks to Howard Buffett 
(Warren Buffett's son), who 
joined the Agro Tech Foods 
board three years ago, that his 
interest in photography was 
revived. Sen Gupta has been accompanying 
Buffett, who, when in India, prefers to visit 
places that offer good opportunities for pho- 
tography. But Sen Gupta has been a keen 
photographer for a long time. He acquired his 
first serious camera—a Minolta—30 years 
ago; 10 years later, he moved to the Canon 
T70 str. He bought a Canon $50 four years 
ago and a Nikon D70, which he now uses, 
two years ago. Needless to say, he has a huge 
collection of more than 5,000 photographs— 
they range from shots taken during an Alaskan 
cruise in June this year to profiles of Bastar 
tribals to photographs of nature and wildlife 
The piece de resistance: a clear shot of a 
cheetah in South Africa about a year ago. 
How did he learn the nuances of photogra- 
phy? “I read several books on the subject, 
sought professional help and learnt by trial 
and error," he says. Later this month, he 
and Buffet will be setting out for Bhutan on 
their next photography expedition. 


SOUMIK КАК 















_ All-in-one Exercises 


"MCA GREAT FAN OF THE DEADLIFT. IF THERE'S ONE EXERCISE THAT WORKS 
and impacts almost every large muscle group of your body, it is the 
A deadlift. If done correctly, the deadlift is an exercise that works all your 
back muscles, your quadriceps (front of the thighs), hamstrings (back of 
the thighs) and your glutes (butt muscles). In addition, other muscles 
involved in stability during the exercise—forearms, trapezius (the 
muscle stretching from the neck to the upper back) and the lats (the sides 
of your back)—also benefit to some extent. But the deadlift is a tough 
exercise to perform. Here’s the technique: Begin by standing with a bar- 
bell on the floor in front of you with your toes under the bar. Now, 
bend your knees and hold the bar with both hands in an alternating grip 
(one palm facing you, the other facing outward). Your hands should be 
just outside your knees. While keeping your back and head straight, 
stand up. Keep the bar as close to your body as you can while doing the 
movement. Then slowly lower the bar to the starting position. 
The downside of the deadlift is that bad form can cause injury to the 
spinal column and vertebral discs. Correct form requires keeping your back 
flat in its naturally arched position and your 
shoulders down through the movement. While 
standing up from the starting position you 
have to ensure that your hips don’t rise up and 
the bar is as close to your legs as possible. 
Imagine forcing your legs through the floor as 
you rise up instead of bending your back or 
using your hips. It’s sensible to use less weight 
in the beginning to get your form right before 
going heavy. A compound movement, which 
works several muscle groups, the deadlift is a 
traditional exercise that is a part of powerlifting 
and Olympic competitions but I have always 
found it to be a great total body workout. 
If you’re not sure of your technique, it’s 
best to avoid deadlifts unless you have a trained supervisor to oversee your 
< form. But don’t lose heart. There's another exercise that benefits many 
muscle groups yet is simple to do. It’s the one-arm snatch. Hold a light 
dumb-bell in one hand and stand with your feet shoulder-width apart. 
With your back flat, bend at the hips and knees similar to the starting po- 
sition for a deadlift (i.e., the dumb-bell should be hanging below your 
knee). See illustration 1. Then, with an explosive movement jump up ex- 
tending your entire body so that you are on your toes. While rising, pull 
the weight up in front of your body and then fling it overhead without 
losing your grip on it. Remember, use the momentum generated by your 
jump to move the dumb-bell in one smooth movement. This is one rep- 
etition. Repeat 10 times for each arm. This exercise benefits both upper 
and lower body muscle groups, including your shoulders, legs and 
. back muscles. Start with a relatively light weight to get your form 
- right and then gradually increase the resistance. 


RAMEN SARKAR 





MUSCLES MANI 


E “write to musclesmani@intoday. com 
The physical exercises described in Treadmill are not recommendations. Readers 
1d exercise caution and consult a physician before attempting to follow any of these. 
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Nice Sound, Bad Price 


Apple's boom-box for the iPod is sleek and 
simple but is it good value for your money? 


EARLY EIGHT MONTHS AFTER APPLE LAUNCHED 
N: the iPod Hi-Fi is here in India. It's a white 
box, sleek and very Apple-esque in its mini- 
malist design and simple controls, which have come 
to be the company's signature for all its products. It's 
got an iPod dock on top and comes with eight dock 
adapters that allow you to play iPods of any vintage, 
Minis, Shuffles and Nanos. Pop in your iPod and plug 
in the Hi-Fi (it can also be powered by six D batter- 
ies) and you're all set. There's even a tiny remote that 
controls volume, skips tracks and switches it on or off. 
On the box, there are two touch-sensitive controls— 
again in true Apple-style minimalism, а ‘+’and a *-', 
for pumping up or dropping down the volume. 
Putting it through the paces was easy. To kick off, 
I docked a 40 св Gen 4. Selected a longish track from 
Ominous Seapods' Matinee Idols (1998) and sat back. 
It's live Seapods and what better way to check out 
the Apple box's sound than a languorous listen to 
Max Verna's guitar riffs. Verdict: great treble and 
mid-range. But the volume needed pumping up for the 
sound to fill my quite tiny office room. Then, to check 
how it handles bass, I switched to another live record- 
ing—Mad maverick Les Claypool with his Frog Brigade 
band at Bonnaroo 2002. The song: Locomotive Breath. 


Gas Machine 





VIVAN MEHRA 


Yes, you ageing Tull fans, 

do check out Claypool’s version. Well, to cut a long 
track short, the bass didn’t disappoint. Not at all. Nice 
thumping boom-boxy bass. Sweet. 

So why am I not buying the Apple iPod Hi-Fi? 
It's the price. It retails at Rs 23,990. Compare that with 
what you pay for a 30 GB iPod (Rs 16,700) or even a 80 
GB (Rs 23,900). Plus, for all its sleek simplicity, it 
weighs in at around 7 kg and is not portable. And, the 
sound? Sorry, it's not good enough to fork out 24K. I'm 
quite happy with my speakers and amp (with a dock 
thrown in) at home, thank you. And while on the 
move, there are plenty of third-party sound docks— 
from the pricey Bose to the nifty Altec Lansings and 
JBLs—to choose from. You don't pay an arm and leg 
(you do for the Bose, though) and, what's more, you 
can pop them into your carryon bag. 

P.S. One more crib: What in the world was Apple 
thinking when it put a menu button on the remote? 
Hello, you folks up there in 'Frisco, what does that 
button really do? 


SN 


Petrol is expensive. Ergo, carmakers are coming out with alternatives—like this Liquified 
Petroleum Gas (LPG) WagonR from Maruti. So, is it worth it? 


BOOT: So many good things 
come at a price. Thanks to the 
LPG tank, the spare wheel has 
been moved up and boot space + 
reduced! 


FILLER: The gas filler is on the 
right side, and LPG costs Rs 
29.16 a litre in Delhi; this hurts a 
lot less than petrol. Running costs * 
are around Rs 2.50 a km vs Rs 
3.50 a km on petrol. 


SWITCH: Can't find а gas-station? 

No problem; one press of a 
Switch, and the engine does a 
little shimmy and you're running e 
on petrol. 


ENGINE: Detuned slightly, and feels a bit 
sluggish at lower revs, but it gets the job done. 





VERDICT: It has next to no luggage space and LPG stations are few and far between, but it saves Rs 1 per kilometre. 


If you don't mind paying the Rs 24,000 extra for the LPG variant—the LXi model costs Rs 3.79 lakh ex-showroom Delhi— 
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| Human(e)ly Different? 


Not satisfied with going to space, Mark Shuttleworth wants to make Linux ‘human’ again. 


BUNTU IS A WORD DERIVED FROM THE XHOSA 

language and it could be translated either as 

“humanity to others" or “I am what I am because 
of who we are." Whichever way you look at it, the word 
emphasises the role of the community. 

After he returned from a week of weightlessness, 
Mark Shuttleworth felt that proprietary operating sys- 
tems were too expensive and too heavy and that Linux 
had become too geeky. " 

Ergo, Ubuntu (or Ubuntu- = 
Linux) was born. of Г, 

Ubuntu is а 696 megabyte C1 
download, which, even if you 
have the highest speeds, will 
take at least a day to download 
from www.ubuntu.com. | 
downloaded Ubuntu release 
6.06 which is the current stable 
release. The download is in the 
form of a ‘Live cD’ which 
means you can boot your com- 
puter with Ubuntu without 
needing to actually install the 
OS. If you really want to get the 
most out of it you will need to 
have at least 256 МВ of mem- 
ory. Installing it directly takes 
up 3 GB of hard-disk space. 

However, running Ubuntu 
from the hard disk like I did 
not only keeps the CD drive free, 
but also means that the Os runs 
faster. However, I had a dual- 
boot system allowing me to 
switch back to Windows in case 
I started having withdrawal 
symptoms. If you will run 
Ubuntu in a networked environ- 
ment, you will have to place a 
‘Help те!” call to your rr admin 
guys. However, if you know your 
settings, you can have Ubuntu up 
and running in about 15 minutes. 
Some problems might occur in a home set-up if you have 
a Dst/cable broadband connection, because the con- 
nection software may not be Linux-compatible. Check 
with your service provider for details. 

The os already comes with many applications pre- 
loaded, both the Firefox browser and OpenOffice 


ubuntu 


linux for human beings 






are standard features in a regular Ubuntu download and 
it also comes with an Outlook-esque planner and 
email solution called Evolution. OpenOffice, which this 
column has tried earlier, is a smartly packaged free 
office suite. Though it is not as capable as Ms Office, it's 
more than adequate for personal use. 

Ubuntu also has the old Linux ace of having four 
workspace areas on the desktop, which means you 
don't have to clutter all your work 
into one workplace and all of them 
are easily accessible from the bot- 
tom right hand corner of the 
screen. So for example, while writ- 
ing this copy and juggling other 

Office files, I was surfing the net 
on another workspace and playing 
Solitaire on a third. 
In terms of other functionality, 
Ubuntu comes with the GIMP 
image editor that is more capable 
than Ms Paint, the Rhythmbox 
music player, which has hints 
of Apple's iTunes all over it, an 
audio CD creator (called 
Serpentine) and some other toys. 
But the Linux developer com- 
munity is quite large and you can 
download a fair number of 
applications, 16,000 of them to be 
precise, to make your user 
experience quite complete. 
Working on Ubuntu was a lot 
easier and far more pleasant than 
I really expected. I liked the clean 
layout and very easy to use int- 
erface. Ubuntu is what it says it is, 
а very easy-to-use piece of soft- 
ware, it does not give you more 
than you need and it is func- 
tional, but infinitely expandable. 

For example, there are language 

packs available for Ubuntu even 
in several Indian languages. 

Is it a Windows replacement? No, and | don't 
think it wants to be one. This is a brilliant solution for 
first-time computer users, which I believe is Ubuntu's 
main target audience—people who buy low-end com- 
puters but want decent functionality. 

KUSHAN MITRA 
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Young Consolidator 


WHEN C.V.L. SRINIVAS, CEO, MAXUS INDIA AND ASIA- 
Pacific, quit recently, wagers were placed on who 
would succeed him. The results are in: Martin 
Sorrell's wep-owned Group M has snagged Madison 
Media Infinity's 34-year-old COO AJIT VARGHESE as the 
new head of the media buying agency. Traditionally, 
Group M has tapped people within the system to fill 
vacancies, and if it has opted to poach this time 
around, it's because of some key departures, including 
that of Delhi head Debraj Tripathi. Maxus isn't the 
biggest media buying outfit within Group M 
(Mindshare is), but the soccer-and-cricket-loving 
young man, who joins on November 10, knows 
what he's in for. *My brief is to consolidate growth, 
which has been at a phenomenally fast pace, and take 
it to the next level," he says. He also wants to make 
Maxus a “dream place" for professionals. Given 
the churn in media buying, that's a good idea. 
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G KRISHNASWAMY 


Better Late Than Never 


BACK IN THE LATE 605 WHEN ORGANISED RETAIL MEANT 
something like the Super Bazaar, Viveks’ В.А. 
KODANDARAMA SETTY was already turning a ‘category 
killer’-—that is, a dominant retailer of one type of 
goods, and in Setty's case, consumer durables and 
electronics. But being a family-owned business, 
Setty's Viveks never ventured out of Chennai until 
1995, when a store was opened in Bangalore. It 
would take another three years for Viveks to con- 
solidate in the southern states before venturing 
North. But now, with the retail sector booming and 
big corporates such as the Tatas and the Ambanis 
preparing to muscle into Viveks' turf, Setty is mov- 
ing post-haste. For one, he is busy talking to venture 
capitalists to sell stake in the company for money to 
add another 100 stores in the South to the existing 
54. *We have always been innovative," says Setty, 
who's also done three acquisitions so far. All he 
needs now is for a VC to think so too. 





The Man About Tatas 


R.K. KRISHNA KUMAR, 68, HAS ALWAYS HAD A SIGNIFICANT ROLE 10 PLAY AT THE TATA GROUP, BUT 
over the years he seems to have carved out a larger role for himself. Most recently, Knshna 
Kumar, or KK, was the man tapped by Chairman Ratan Tata to drive the tie-up with 


Australia’s Woolworths for consumer electronics and durables retail. Earlier, the ace deal 
maker, who's spent more than three decades with the Tatas, was involved in some big 
ticket acquisitions, including that of the Pierre in New York last year and (a 30 per cent 
stake) Energy Brands, another NY-based flavoured water marketer, this year, With the 
Woolworths tie-up, KK's plate, which already has the hospitality and tea businesses on 
it, seems full. But, then, you never know. 
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Rewinding 


EIGHT YEARS AGO, JAITHIRTH ‘JERRY’ RAO LEFT CITIGROUP 
to start MphasiS, a Bangalore-based tT services start 
up, and grew it to a 12,000-person company bef 
It was acquired by the Plano, Texas-based Eps for $ 
million (Rs 1,748 crore) in July this year. After H 
holding the MphasiS team through the transition 
55, will now make the transition from entre 
to employee, when he becomes Vice Presid 
General Manager for EDs in India. “I look fo 
the opportunity of working with my new с, 
and building on EDS’ strong services heritage 
in a statement. The им Ahmedabad alum 
lished poet will have his task cut out. EDS 
revenues of just $78 million and a headcount of 
3.000. "Therefore, it has a long way t go before it 
catches up with the big rr players in dia. 
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The Real Bottom Line 


HIS VISION TO BUILD AN INDIAN FINANCIAI 
tion of world-class scale, size and quality notwith 
standing, 47-year-old financial whiz UDAY KOTAK, is 
now planning to set up a foundation with a Rs 10 
crore corpus to take up the cause of educating und 
erprivileged children. While Kotak did not respond 
to an e-mail eliciting details about his plans, media 
reports suggest that the initiative will be handled 
by Shivaji Dam, a board mem- 

ber of Kotak Mahindra 
Bank. Known to be a lover 
of Indian classical music, 

Kotak's decision, says Nirvik 

Singh, President of Grey 
Global Group (South and South 
East Asia), who has 
known Kotak 
nearly 15 years, is very 
much in line with 
Kotak's persona. “Не 
is a man with an int- 
ense desire to achieve 
things," says Singh. 
That explains the 
success of his busi- 
nesses—banking, life 
insurance, investment 
banking, stock- 
broking, mutual 
funds, auto finance, 
private equity and 

real estate venture 

capital. One hopes 
he is able to make a dif- 
ference to the lives of 
poor children as well. 
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Stuck In The Doldrums 


D NRI INVI 


TOR PURNENDU CHATTERJEE’S ROUGH PATCH SEED 


hooting down his special economic zone plans, even as the gi vernment’s ally in 

| engal continues to drag the 54-year-old through the Company Law Board over man 

Ent control it Haldia Petrochemicals, where Chatterjee and the state are partners. In 
wha eems to be a case of mixed fortunes, the Chatterjee Group's two other project 


acre biotech park in Pune and а 60-acre biotech-c 
Approved. As for the group's proposed refinery at Haldia, Chatterjee's only hope i: 


beg 


x M1 


„ WEM _ ۴ ا‎ 


im-BPO park in Cochir 


пам 


that 


\ {has been no official communication as yet. It's a strange love-hate relationship 


ш [ k 
cfrjee seems to have with the Left. But don't expect any happy ending to the 
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AGE: 49 
DESIGNATION: Chairman and MD 









Group: Reliance Industries 
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Setting The Bar Higher 


$, HE HAS MANAGED ТО LIST 
UKESH AMBANI IS AT IT AGAIN. ОЎ 'etroleum Limited (RPL), following an enormously 
\ brand new company, Reliance M - issue. The big story before the IPO was of 
successful Rs 2,700-crore publi " 5 per cent stake in RPL for $320 million (Rs 
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course Us major Chevron's decision to sick u : x $ 
| | ani seems to be going full steam on it. Media 


1.472 crore). The gas story is still on and Am : D 
j , (кп) has hired about 1,800 Chinese personnel 


reports have suggested that Reliance Industries mes Бана а | 
| : р 7 Wavari (KG) basin a ‚ way to Jamnagar û 
who will lay the pipeline from the Krishna Сос (KG) basin all the way to Jamnagar anc 


Dadri. RIL’s contract for the project is witl 
Corporation (CPPE). In yet another example о 


government, these reports also suggested that the l 
decided to sympathetically consider RIL’s plea to is: ao the Chinese technical experts 
whom it has hired for the project—a significant conce ssion considering that all previous efforts 
by other companies and political parties (read: the « pM and the cpt) have rurhinto "security- 
related" roadblocks. *As Reliance moves ahead, oil and gas exploration and phoduction will 
undoubtedly be the highest value creating business," Ambani told shareholders at\ri’s Annual 
General Meeting (AGM) in June this year. Ambani, it is learnt, is also examining the E 
bility of spinning off the assets in the KG Basin into a *€Parate company, If it does happen 
and given his track record, there is no reason to belie'€ !t won't, he is certain to Fun 1 
enormous value for all the stakeholders in the projec Ае 
Ambani's core team has been with him for a long me now. He has also recruite 
eral other top notch professionals from the private secte Like Ambani his s: br 
are rarely seen in public and the AGM is one of the few Crasions wl v IS SDIOF exe 
arc lights. Those who work with him say he is very hands; bur B en th 
to a select group of senior colleagues. The Jamnagar resp d 0 deleg ites responsible; 
for over five years now, is an example of his, and his tes. А "s has been up and : 2 
ects within stiff deadlines. Ambani is now ready to impr. b. lity to deliver meg Ton 
n that record. m 8a proj- 
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China Petroleum Pipeline Engineering 
Ambani’s undiminished clout with the 
Ministry of Home Affairs has reportedly 
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Pasha /eatumer 


Cartier pays tribute to the round watch created in 
the middle of the last century with a new striking 
and sporty addition to the Pasha de Cartier collection: 
Pasha Seatimer. An original model with a daring 
combination of materials. 


www.cartier.com 


Cartier Authorized Dealers: Mumbai: Time Avenue, The Regent Watch & Jewellery, Pallazzio, 
New Delhi: Johnson & Co, Kapoor & Co, Rakyan's Fine Jewellery, The Regent Watch & Jewellery, 
Gurgaon: Kapoor & Co, Chennai: Helvetica, Kolkata: Exclusive Lines, Chandigarh: Talwar Jewellery House, 





